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The photographs show before and after modernization of ele. 
vators by Westinghouse in the Rockefeller Building, Cleveland, 


Fine older buildings, rich in established reputation and associations need 
not suffer and lose their high desirability because they lack a few of the 
modern advantages and comforts tenants now demand. Costly old elevators 
can be “changed over” with scarcely any disturbance. Maintenance costs imme- 
diately drop, making possible decided savings. The smoothly gliding, swift. 
efficiently operated Westinghouse elevators act as the best rental agency for any 
building. Take advantage of the still prevailing low elevator modernization prices. 


Westinghouse 
Elevator rehabilitation problems referred to Westinghouse are given Electric Elevators 


individual, careful study to insure complete recommendations. 


| ELEVA 


The Condition of BUSINESS 


WO important changes came into the business and 

financial situation during the period from mid- 

July to mid-August. One of these was the collapse 
of the speculative movement in the financial markets 
and, with it, an abrupt slowing down of the rise in busi- 
ness activity which had been in progress almost with- 
out interruption for four consecutive months. The other 
was a sudden shift in interest on the part of the busi- 
ness community from the production indices to the 
consumption indices. 

The question to which the answer was most eagerly 
sought throughout the greater part of August was not 
the usual question, “When is the fall recovery in pro- 
duction going to make itself felt?”” but rather, ““When, if 
at all, is consumption going to overtake production?” 

Possibly “collapse” is too strong a word to be used in 
describing the reaction in the markets which appeared 
the second half of July. Perhaps ‘‘severe reaction” is 
a more accurate phrase. But it was a reaction so severe 
that it caused Stock Exchange officials to place trading 
on a three-hour day for a week, while the demoraliza- 
tion of prices on the Chicago Board of Trade became so 
great that the Government insisted upon restrictions 
for some time afterward which were so sweeping as 
virtually to destroy any semblance of a free market. 

The performance of these two markets—the market 
for stocks and the market for grain—provided, as a 
matter of fact, an interesting study in comparative 
methods of meeting an emergency. Despite the fact that 
stocks tumbled so rapidly between July 18 and July 21 
that they seemed to be bent on retracing all the ground 
gained in the previous four months, there was no inter- 
ference on the part of the Exchange officials. Trading 
hours were shortened, chiefly because of the tremen- 


dous pressure on the mechanical facilities and on the 
clerical help that was involved in handling transfers of 
8,000,000 and 9,000,000 shares daily. Otherwise an en- 
tirely free market was maintained. In consequence, the 
reaction, though vigorous, was very brief. The bottom 
was reached by Saturday, July 22, four days after the 
initial break, and by mid-August half of the lost ground 
had been regained. The long rise in stock prices between 
March and July drove the list up, as measured by the 
averages of the New York Herald Tribune, from ap- 
proximately 80 to 108, or 28 points. The break erased 
12 points of the 28, carrying the market off to a low of 
96, but from there it gradually returned to a level of 102 
on August 15. 

In the grain market, on the other hand, business was 
suspended entirely after the price of wheat had broken 
28 cents a bushel in the space of two days, and was 
then resumed only in the most cautious and hesitant 
way. Trading at first was not permitted at prices below 
the final levels of July 20, the closing day. This limita- 
tion was lifted on July 28, was replaced on July 31, and 
was again removed after trading on August 15. 
Throughout this whole period extreme fluctuations 
were restricted to 5 cents a bushel either way in the 
case of wheat, with corresponding limitations for other 
grains. The result of this tampering with the normal 
operations of the market was that wheat prices were 
chronically weak for a month after the stock market 
had righted itself. It is possible that there was a good 
deal of justification for interference in the wheat mar- 
ket, however, if a more complete collapse was to have 
been averted, for inquiry showed that speculation had 
been permitted on indefensively thin margins, with the 
result that one speculator (CONTINUED ON PAGE 84) 


Bonds 


HE enormous success which the Treasury had with its 

offering of $500,000,000 314 per cent bonds is a fact of 
extraordinary importance to the bond market. Many and 
diverse factors contributed to the successful marketing of 
that issue, but none was more important, we venture to say, 
than the fact that the Treasury affixed a coupon to the 
bonds which erred, perhaps, on the side of generosity. 

The coupon rate derives some of its significance from the 
circumstance that it represents a break with a Treasury tradi- 
lion lasting since the war years. Under it, for various reasons, 
including the patriotic, coupons were attached to new issues 
which shaved the market too closely. This tendency reached 
its most unfortunate manifestation in 1931, when the 3 per 
cent bond was offered. Its unpopularity was instantaneous. 
It promptly reached a substantial and long lived discount. 
From that issue, which was sold at all only because the 
big banks answered the Treasury’s appeal to come to its 


rescue, one is pleased to see that the Treasury has learned 
a lesson. 

With its latest issue of bonds the Treasury shows signs 
of having mended its ways. It has sought to interest inves- 
tors with a coupon rate that is manifestly fair. That is a 
change of attitude of some moment, in view of the fact that 
the Treasury promises to be the heaviest borrower on both 
short and long term account for several more months. 

It is not possible to record that there has been a noticeable 
quickening of the public interest in non-Government issues. 
Institutions have been buying new municipal bonds in mod- 
erate quantities, and the turnover in listed issues has at times 
been heavy; but greater irregularity of price trend has de- 
veloped. The non-Government bond market, like the nation 
and, indeed, the whole world, has, it seems, been waiting 
to see whether the administration can make business more 
profitable through the operations of the N.R.A. 
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CANT DODGE 


"4 SPARK 


LOOK FOR SAFETY 
IN THE 


CONCRETE HOME 


The concrete home is protected from the 
menace of flying embers . . . overheated 
flues ... crossed wires ... or many other 


ordinary threats of fire. 


Prospective home buyers are learning that 
they can have this safety and this pro- 
tection at a reasonable price. The concrete 
house is thoroughly practical. Its walls, 
floors, and roofs stay rigid. Depreciation 
is very low . . . decay is impossible .. . 


maintenance is negligible. 


The low cost, concrete home is available 
everywhere. Construction technique pre- 
sents no difficulties. Contractors in every 
community are ready today to build 


these homes. 


For complete information, suggested 
I 

plans, and construction data write today 

to the Cement Service Man, care of 


Portland Cement Association. 


The Cement Service Man 

PorTLAND CEMENT ASSOCIATION 

Room 149, 33 West Grand Ave., Chicago 
Please send me your book on the design and 
construction of low cost, fireproof concrete 
homes. 


PORTLAND CEMENT ASSOCIATION 
ROOM 149 33 W. GRAND AVE., CHICAGO 


Address...... 
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The View from London 


OLLOWING is an excerpt from the Observer, July 30, 

written by the financial editor: 

“London is no longer dominated by the United States. This, 
in a financial sense, is the outstanding fact in connection with 
the past two weeks’ developments. The collapse in prices which 
shook Wall Street so severely had comparatively little effect 
here beyond a slight slowing up of the upward movement. 
Dealers naturally took precautionary measures and quota- 
tions were marked down against possible sellers. But they did 
not make their appearance. For the moment business became 
less active and some speculative transactions were closed. 
Otherwise the market ignored the American trouble and this 
week it has again gone ahead unperturbed. 

“This diminution of American influence on monetary af- 
fairs is directly due to the position taken up by President 
Roosevelt and his advisers in connection with the Economic 
Conference. They chose deliberately to isolate their country 
from the rest of the world. They refused to accept the leader- 
ship the world was ready to offer. The consequence has been 
an immense appreciation in the influence of this country. 
Great Britain now stands out as representing all that is most 
solid in finance and economic strength. It is a proud position, 
which if rightly used should prove not only of immense ser- 
vice to ourselves but to the whole world. 


The Wobbling Dollar 

“Further evidence of the fact that America has ceased to be 
the dominant factor in world affairs is to be found in the lack 
of interest in the fluctuations of the dollar outside the im- 
mediate sphere of the exchange market. Not long ago move- 
ments such as took place in the dollar exchange this week 
would have convulsed every other market where finance is 
of consequence. Instead markets remained unmoved.” 


| 
HE center of news interest shifted Recovery Act was gathering spectacular | 


abruptly in mid-July from the Lon- momentum. 
don economic conference to Washing- The steel industry submitted a code, 
ton, where the drive toward business re- July 15, calling for a 15 per cent wage 
vival through the National Industrial increase and further spreading of work. 
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Banks—Bankers—Brokers 


Sixteen years of con- 
scientious study and 
practical experience in 
caring for the many in- 
surance problems of 
financial _institutions 
have equipped us to offer 
insurance brokerage ser- 
vices of value, and pro- 
tection based on your 
individual requirements 


REAM, WRIGHTSON 
& Co. Inc. 
67 Wall Street New York City 


FIRST 
in Los Angeles 


(THE Los Angeles Clearing House 
publishes twice a year consoli- 
dated statements of condition of 
the 13 banks located in Los Angeles. 


Excluding deposits in Branches of 
this and other Banks outside Los 
Angeles, the Clearing House figures 
for July 1, 1933 show Security-First 
National holds more than FORTY- 
SEVEN per cent of savings deposits 
in Los Angeles, and more than 44.7 
per cent of all bank deposits in the 
city. 


No other comment is needed to 
show the confidence and esteem 
with which this Bank is held in the 
community in which its manage- 
ment has been active in banking 
for more than forty years. 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


Resources over $500,000, 000 
Capital and Surplus $40,000,000 


This Bank has Branches in principal 
cities and communities from Fresno 
on the North to the Imperial Valley. 
In most of the cities where we have 
Branches, those Branches are the 
largest and leading Banks of their 
respective communities. 


1933 
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THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS! 


called beim 
DON QUIXOTE 


It would establish a 40-hour week and 
a minimum wage scale up to 40 cents 
an hour. It was adopted August 18. 

It was estimated, as the textile code 
went into effect on July 17, that 1,000,- 
000 workers would get pay raises or in- 
creased employment. The entire N.R.A 
staff was put to work on the same day 
preparing a blanket code, to be used 
as a temporary basis for those industries 
whose own codes either had not been 
worked out or had not been accepted. 
General Hugh S. Johnson announced a 
huge publicity campaign to put over the 
N.R.A drive. 

Secretary of Labor Frances Perkins 
declared on July 18 that more thaa 
500,000 persons had obtained work in 
factories and other industries during 


| June. 


@ Time and again in the heat of his figuring, he would poke his 
sharp pencil through the sheet and spoil an hour’s work. For he 
used cheap paper over the yielding surface of a desk blotter. So his 
associates in the accounting department dubbed him Don Quixote 
—said he tilted at work-sheets in the absence of wind-mills. @ Stone- 
wall or Resolute Ledger would have spared his embarrassment and 
increased his efficiency. For these papers, with a generous content 


of tough rag fibre, are built for endurance and speed. They take pen 


writing smoothly and erasures without blemish. They withstand the | 


hammering of bookkeeping machines and the ravages of time. They 
come in white, buff and blue. Interesting specimen portfolios will 


be sent upon request. Neenah Paper Company, Neenah, Wisconsin. 


On July 20 the President promulgated 
the blanket code for business and indus- 
try. 

Reports from Washington on July 22 
were to the effect that Roosevelt had se- 
lected more than 500 lieutenants to lead 
the drive for recovery; literature was 
beginning to leave the Capital by the 
car-load, and speakers were being lined 
up, after the fashion of war times, to 
whip up enthusiasm in the cause. 

On July 31, as nine of the largest retail 
groups announced agreement with the 
Recovery Administration, public hear- 
ings were completed on the steel code. 
Spokesmen for the steel industry volun- 
tarily withdrew the stipulation in the 
code calling for companv unions, but 
insisted on retaining the principle of the 
open shop. 


COAL—PUBLIC WORKS 


JOHN L. LEWIS, appearing on behalf 
of the coal miners, August 10, urged 
that a 30-hour mine week be established 
and a $5 minimum daily wage. It would _ 
put the country’s 200,000 idle miners 
back to work, he said. In New York 


| City the drive, on this same day, was re- 


ported to have netted the signatures of 
150,000 employers. 
Progress in the unfolding of the pub- 


| lic works side of the N.R.A. program 


Neenah guaranteed papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 
grades is shop-tested for printing performance and represents 


a high value in its price range. Samples will be sent on request. 


went on apace. 

The President announced on July 15 
that the full $3,300,000,000 authorized 
by Congress would be spent. 

Two days later, the cabinet advisory 
board, determined to approve only the 
most worthwhile projects in the public 
works program, submitted to Lewis W. 


| Douglas, director of the budget, a mass 
| of proposed building plans, requesting 


| that he pick out what he thought were 
| mecessary and desirable. President 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 


Roosevelt turned the list back to the 


\ 
Yo 
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Board, requesting that they take out | 
the “pork”’. 
On July 28 the President approved 
the expenditure of $63,000,000 for a 
power dam and reclamation project in 
the Columbia River and of $22,700,000 
for the development of Casper-Alcova | 
flood control and reclamation project 
in the North Platte River, Wyo. 1 he most 
On August 3 the greatest naval build- | 
ing program ever undertaken as a unit | 
in the history of the country was | _@ we 
launched with the award of contracts COnHVINCINE 
for 21 ships to private yards and 16 
more to Government yards. The face 
value of the contracts is just under | - 
advertisement 
In Tokyo, on August 1, the Japanese 
army and navy chiefs revised their 
estimates for 1934-35 defence expendi- 
tures, putting them 45 per cent above . 
those of the current year and higher we can produce is not so 


than in any previous year in history. 


effective as the good will 
COTTON 


| of a satisfied customer. 
ALTHOUGH sufficient orders to cur- 
tail production had not yet been re- ates . 
ceived “to justify an announcement that | The facilities this bank 
the cotton plan will be put into effect”, | - ask 
on July 15, the Administration ex- places at the disposition of 
pressed the opinion that the plan would 
be an “unqualified success’. 

President Roosevelt on that day | services we are prepared 
signed an order authorizing a processing | 


tax of 4.2 cents a pound on cotton, | at all times to render, are 
effective August 1. Steps had already | 
been undertaken to distribute about | based upon this funda- 
$150,000,000 to the wheat farmers and | | 
smaller amounts to tobacco growers, and | | mental truth. 
plans were under way to bring similar | 
relief to the raisers of corn and hogs. | ‘ 

On July 20 the Administration moved We have been caring for 


to check speculation in the grain mar- 
kets. The President directed Secretary | the needs of out of town 


Wallace to restore the requirement that | : banks for one hundred and 
all long and short accounts of 500,000 | 
bushels or more of wheat be reported thirty years. 
daily to. the grain futures administra- | 
tion. Wheat had fallen 26 cents in two | 
days. On July 21 the Chicago Board of | « 
Trade suspended grain trading due to | 
the demoralized state of the market. 
Minimum prices for trading in wheat, | -- THE... 


corn and other grains were announced 
on July 22, until farther notice PHILADELPHIA 
Secretary Wallace announced July 23 
that $90,000,000 of the bonus for the A 4 
wheat farmers would be ready this fall. | N AT I 0 N A L B N 
The August 1 cotton crop report, CRGANEEES 2600 


made public August 8, showed that de- | | PHILADELPHI A, PA. 


spite the fact that acreage had been | 
reduced 27 per cent, or more than 11,- | Capi 

apital and Surplus ... . . . $30,000,000 
000,000 acres, output would be 12,- | ° P $ , 
300,000 bales, or only 700,000 bales less | 
than a year ago. This means that the 
cost of (CONTINUED ON PAGE 80) 
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wdners. 


AND 


PROTECTION 


At the left you see a picture 
study of a timely partnership 
and a baffled attack. @ This 
study is comparable with the 
two units of protection pic- 


tured—a YORK BANKERS. 


’ DAY-RAID CHEST AND A YORK 


VAULT. e@ This combination 


The superiority of York’s Inbuilt stands unchallenged from the 


Protection is immediately rec- 
standpoint of perfect protection, 


ognized in the design and work- because a York Vault com- 
bined with a York Bankers’ Day- 


Raid Chest safeguards your re- 


manship of the largest and the 


smallest Burglary and Robbery 


Resisting devices York builds. 
serve money night and day. Bank 


bandits know this and will pass 


eee York's record of resistance 


ot only where resistance is weak. 
beries is unsurpassed. y 


eee York’s equipment is daily 
protecting untold billions of 
cash and securities throughout 
the world. 


eee You can afford York pro- 
tection regardless of the size of 
your bank. 


Write for detailed information. 


YORK SAFE AND LOCK CO. 


YORK, PENNSYLVANIA 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


POTTSVILLE DETROIT 
ST. LOUIS CLEVELAND 
SAN FRANCISCO WASHINGTON nn 
NEW HAVEN LOS ANGELES 
TOKYO 
HOUSTON PITTSBURGH 
CHICAGO MONTREAL 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 


NEW YORK 
BALTIMORE 
BOSTON 
PHILADELPHIA 
SEATTLE 


10 
CH Y) 
re 
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THE WALL STREET JOURNAL 


KENNETH C. HOGATE 
VICE PRESIDENT AND 
GENERAL MANAGER 


AN OPEN LETTER TO 
AMERICAN BANK PRESIDENTS 


Last Fall 5000 of you were invited by the accounting firm 
of Ernst & Ernst to express your business reading preferences, 
You were asked to designate, in the order of your first, sec- 
ond and third choices, the names of the publications "MOST USE- 
FUL" in meeting your varied banking and business problems. 


By your vote, you accorded The Wall Street Journal first 
place under the classification "MOST USEFUL". 


In some banks all of the officers receive an individual 
copy of The Wall Street Journal; in others, a single copy, for 
reasons of economy, is passed down the line and made to do a 
multiple job. 


A bank is only as strong as the men who comprise its of- 
ficial personnel. In the light of the drastic economic changes 
through which business is passing, every officer of your in- 
stitution deserves to be kept posted, promptly and independently, 
on the important daily developments in the field of finance and 
industry. 


If The Wall Street Journal is definitely known 
to be the most useful publication a bank presi- 
dent can read, is it not self-evident that it 

is equally valuable among your executive associ- 
ates? 


As you are already personally aware, The Wall Street Jour- 
nal is replete with source news and statistical information in- 
dispensable to every man engaged in the business of banking - 
and nowhere will a bank executive find a sounder and more en- 
lightening editorial treatment of banking and economic problems. 


The bank staff that is 100% Wall Street Journalized is a 
staff 100% informed. The yearly rate is $18.00 per man. 


ry trul ours, 
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Specialists in Bankers’ and Brokers’ 
Blanket Bonds; Fidelity and Surety 
Bonds; Burglary, Robbery, Check 
Forgery and Plate Glass Insurance. 


Established 1890 


FIDELITY AND DEPOSIT 
COMPANY OF MARYLAND 


BALTIMORE 


An American company which con- 
tributes substantially to the progress 
of the Nation through the taxes it 
pays to states, counties, municipali- 
ties and to the Federal government, 
and through the financial security 
provided by the various forms of 


bonds and insurance policies it writes. 
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A Basis for Banking by Code 


By FRANCIS 


MARION 


LAW 


Fair Competition in the Public Interest 


Has Long Been the Aim of American Banking 


HE banks of the United States will cooperate to the 

fullest extent with the Federal Government in its efforts 

to reduce unemployment and restore normal business 
activity. Cooperation among banks themselves is the first 
step. 

A few years ago before bankers, through their national 
organization, undertook to establish regional clearinghouses, 
to standardize banking practices and create a solid basis of 
fair competition, injurious competitive practices were reduc- 
ing bank revenues to the vanishing point. 

Granted, banks must compete. Yet it is surely a develop- 
ment of extraordinary importance to the nation that bank- 
ing competition is being confined more and more to such 
things as excellence of service and soundness of policies, 
rather than high interest rates, free services and concessions 
to important customers. 

In view of the fact that it has become the announced pol- 
icy of the Federal Government to prevent wasteful rivalry 
between various elements of an industry, it is significant to 
look back over the things which bankers have done in the 
past few years to build a solid basis for fair competition. The 
success of our efforts in this direction is a matter that con- 
cerns banks primarily but is also of special public interest, 
because a sound banking system is essential to national re- 
covery. 


CLEARINGHOUSES 


IN_447 clearinghouses whose members hold approximately 
$40,000,000,000, or 85 per cent of all bank deposits in the 
United States, banks have an effective instrument for local 
group action in working out agreements for fair competition. 

The clearinghouse is a typically American development. 
By private and forum discussion, plans and projects first can 
be submitted to thorough analysis, and their moot points 
ironed out before they become binding on participating 


members, while regulation comes from the free—will and 
acquiescence of members bound by a mutualized form of 
extra-legal regulations, more effective than any law or legal 
penalty. The benefits of competition are retained, while the 
abuses and unfair practices, which originate in unbridled 
rivalry and, if unchecked, lead to difficulty, are obviated by 
the rule of reason under clearinghouse supervision. 

The clearinghouse idea, originally developed for big city 
banks, has spread until it embraces today not only most 
centers with population in excess of 25,000, but also 155 
smaller cities and scores of counties or other regional units. 


HARMFUL PRACTICES 


THESE smaller community and regional clearinghouses 
have been set up in no small degree as a result of the efforts 
of the Bank Management Commission of the American 
Bankers Association, which has stressed the benefits to be 
derived from voluntary cooperation and the dangers of going 
it alone without regard to profits or the future. In the last 
two years particularly, the regional clearinghouse idea has 
taken firm hold, one important state formerly a citadel of 
individualism being now completely organized into districts 
with a central organization for the exchange of methods and 
experiences and the stamping out of harmful practices. 

With the clearinghouse as the focal point locally, with 
group and state organization machinery in existence in every 
part of the country and with a national body rich in ex- 
perience going back 58 years, banking possesses modern, 
efficient machinery for action along constructive lines of 
mutual helpfulness, fully equal to any requirements which 
may be put upon it as the result of President Roosevelt’s 
recovery plan. 

A first_requisite to the elimination of unsound methods 
and the development of fair standards of competition is a 
uniform system of cost accounting. 


£ 
AMERICON RINKERS 
e 
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The banks of the country, however, 
include units as diverse in their require- 
ments as the metropolitan department 
store and the crossroads general mer- 
chandise distributor. A further compli- 
cation existed, too, in the highly indi- 
vidualistic origins of banking practice. 

Obviously, no blanket system could 
be devised for nationwide application. 
But equally clear was the fact that, fun- 
damentally, banks are alike in sources 
of revenue and types of expenditure. 

With this slender clue for guidance, 
the American Bankers Association be- 
gan the fask of collecting and organiz- 
ing for practical use the basic informa- 
tion upon which an accounting system 
could be built. The purpose was to set 
up a method which would enable the 
bank executive to determine where every 
dollar of his own institution’s money 
went, and to furnish data upon which 
a start could be made for correcting 
any policies or practices which were 
harmful to banking as a group. 

Today no banker need grope in the 
dark nor hesitate concerning the wisdom 
or necessity for any remedial group 
action. Facts are available to determine 
what every check transaction costs. He 
can determine his loan loss expectancy 
and its relation to the percentages in 
competing institutions. He may know 
what it costs him to grant the checking 
privilege to John Jones and how much 
of the Smith Manufacturing Company’s 
deposit represents uncollected funds. 
With amazing accuracy he can fore- 
cast what his bank will receive in the 
way of income next month and the 
month after that and six months or 
more into the future, and his expenses 
are charted with similar exactness for 


R. M. SIMS 
President, Trust Division 


Mr. Sims is vice-president and trust offi- 
eer, American Trust Co., San Francisco 


many months ahead. Constantly before 
him are all the facts he needs to correct 
harmful or dangerous tendencies in his 
own bank and to secure the cooperation 
of his fellows in matters that require 
concerted attention. 

Thus there has been provided data 
upon which the precise effects of partici- 
pation in any phase of the Federal Gov- 
ernment’s reconstruction program can 
be determined by any individual bank 
without possibility of serious error. 


SERVICE CHARGES 


THE second and third decades of this 
century witnessed expansion in the use 
of banking facilities by the American 
public. The value of the “pay-by-check”’ 
idea attracted millions of new deposi- 
tors. To serve this army of new de- 
positors and to attract commercial 
customers, banks inaugurated at their 
own expense a variety of free services 
ranging from the issuance of cashier's 
checks without charge, to the delivery 
of payrolls, the notarizing of documents 
and the printing of individual checks. 
Competition was constantly devising 
new measures to bring in accounts, and 
the cost was tremendous. Most banks 
found themselves inside a vicious circle 
of mounting costs with apparently no 
avenue of escape open to them. 


GILBERT L. DAANE 


President, Savings Division 


Mr. Daane is president of the Grand 
Rapids Savings Bank, Grand Rapids 
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At this juncture, the Bank Manage- 
ment Commission undertook a nation. 
wide analysis of banking’s operating 
expenses. Startling facts were revealed. 
Some banks were carrying 50 per cent 
of all their accounts at a loss. Thou- 
sands of big commercial customers with 
interstate interests were operating with 
the banks’ money due to the length of 
time required to collect their deposits, 
Upwards of $300,000,000, it was shown, 
was being devoted to the rendering of 
unremunerative services. 

It was as a result of this study that the 
measured service charge came into be- 
ing. This device makes each account 
pay for itself and pins costs where they 
belong. 

This policy during the period of stress 
now ended, undoubtedly has kept hun- 
dreds of banks solvent which otherwise 
might have failed. The details of the 
application of the service charge are too 
well known to require comment, but 
their benefits would never have been 
possible without machinery for coopera- 
tion and without teamwork. 


INTEREST PAID 
PAYMENTS to depositors in the form 
of interest on balances have long con- 
stituted the largest item of banking ex- 
pense and possess infinite possibilities 
for serious harm wherever reckless com- 
petition holds sway. 

Without some form of mutual agree- 
ment between banks as to what con- 
stitutes sound and conservative interest 
rates, the inevitable tendency is to pay 
more for deposits than they are worth, 
and, until the American Bankers Asso- 
ciation, in conjunction with clearing- 
house associations, took the matter in 
hand, there was an amazing disparity 
of opinion as to what constituted fair 
rates, coupled with deep-seated fears as 
to the effect of lower rates on existing 
deposits. 

Here was a situation that required 
facts which could only be assembled 
nationally and then broken down sec- 
tionally and locally for the guidance of 
bankers everywhere. 

For three years the American Bankers 
Association has béen making available 
to its member banks and to clearing- 
house association officers the facts upon 
which a sound, fair interest rate policy 
can be adopted. By types of banks, by 
geographical locations and types of de- 
posits, the costs of doing business have 
been ascertained, and figures secured 
showing how far banks can go in pay- 
ing interest without jeopardizing their 
profit positions. 


‘ 

Ne 
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The provision of the Banking Act of 
1933, eliminating the payment of inter- 
est on demand deposits by Reserve 
member banks, was a frank recognition 
of the fact that interest rates should 
not be left to the mercy of competitive 
pressure. It was a recognition also of 
the Association’s position, namely, that 
the only effective way to prevent such 
harmful competition was by united 
action. 

Supplementing these vitally impor- 
tant cost data are other data, showing 
what the clearinghouse banks in every 
state in the Union pay out in interest 
on time and savings deposits, certificates 
of deposit, public funds and Xmas 
Clubs and just how far they go in regu- 
lating these payments. 

With these facts, the day of ruthless 
competition, with mere size the goal of 
banking ambition, has come to an end, 
and the basic knowledge has been made 
available to control the activities of the 
small minority who refuse to follow the 
principles of good banking. 

Safety and profit are synonymous in 
the banking business and the greatest 
foe of profit is now definitely on the way 
toward being eliminated by this coop- 
erative action of banks working through 
their clearinghouses and national As- 
sociation. 


INTEREST ON SAVINGS 


UP TO the year 1925, each bank was a 
tule unto itself in the matter Of figuring 
interest on savings deposits. A study 
conducted by the Savings Bank Divi- 
sion of the American Bankers Associa- 
tion in the spring of that year brought 
to light no less than 52 different methods 
for reckoning interest payable. Some 
banks were crediting their customers 
with five times as much interest as other 
banks were allowing on the same type 
of account. 

Measures for treating interest on 
withdrawals showed a bewildering array 
of diverse procedures. Some banks 
started interest on the date of deposits; 
others the first of the following month; 
others only after the expiration of a 
period of three months. Some banks 
paid no interest on sums withdrawn 
prior to three months, and others paid 
no interest whatever when a certain 
number of withdrawals was exceeded in 
a three months’ period. 

With such lack of unanimity in prac- 
tice, there was no basis upon which to 
arrive at the reasonable costs of doing 
business, and the formulation of a code 
of fair banking practice would have 
been impossible. 


- L. A. ANDREW 


President, State Bank Division 


Mr. Andrew is vice-president, First Bank 
and Trust Company, Ottumwa, Iowa 


For years, however, the Savings Bank 
Division attacked the problem, with the 
view of developing order out of the 
chaos of existing methods. It was a situ- 
ation full of difficulties. But finally, in 
the fall of 1928, the Executive Commit- 
tee brought the officials of the various 
state associations and _ representative 
bankers together from all over the coun- 
try and was successful in securing the 
adoption of four approved methods for 
computing interest. These are now in 
widespread use throughout the coun- 
try and afford a basis upon which banks 
can establish practical uniformity in 
handling their most important item of 
expense. 


LOANS AND INVESTMENTS 


THE credit bureau is a product of _co- 
operative banking effort which has made 
possible vast strides in the elimination 
of unworthy borrowers and the protec- 
tion of the public’s money. The credit 
bureau supplements the work of the 
clearinghouse. It furnishes a master list 
of_all borrowers. It brings to light cases 
of duplicate loans and unjustified ex- 
tensions of credit, and thereby prevents 
losses. 

The development of larger and more 
self-sustained business organizations 
and the custom of financing through 


J. R. CAIN, JR. 


President, National Bank Division 


Mr. Cain is vice-president of the Omaha 
National Bank of Omaha, Nebraska 


stock. and bond issues which developed 
after the World War involved the banks 
of the country in complicated new 
problems. 

The demand for commercial loans of 
the highest grade fell off at the very 
period when bank deposits reached un- 
precedented levels. The public interest 
demanded that these funds be utilized 
for constructive purposes; opportunities 
presented themselves in the security 
markets; yet desirable securities were 
mostly long term in their nature, where- 
as deposits were payable on demand and 
subject to the whims or shifting require- 
ments of a nation in the midst of a pe- 
riod of extraordinary growth. 

In_ 1928, before the epidemic of bond 
defaults and in the midst of unprece- 
dented prosperity, the Bank Manage- 
ment Commission began formulating 
certain basic rules for the guidance of 
banks in their investment policies. With 
the idea of enabling institutions to 
maintain liquidity under all conditions, 
assets were broken down into five clas- 
sifications applicable to all banks; local 
and regional districts were given proper 
weight; deposit trends were analyzed; 
differentials for investments were estab- 
lished between demand and time de- 
posits and percentages worked out 
applicable to the needs of individual 
banks. 

Next, the problems of maturities and 
diversification were dealt with and 
tables worked out for the guidance of 
those banks whose size precluded the 
engaging of specialists. 

Trails were blazed through previous- 
ly unknown areas, funds of data ac- 
cumulated for guidance and direction 
and the (CONTINUED ON PAGE 54) 


3 
a 


John Marshall, second Chief Justice of the Supreme 
Court, gave the early McCulloch vs. Maryland deci- 
sion, which prohibited states from taxing national 


banks 


NE of the underlying purposes of 

the Banking Act of 1933 was to 

improve the operation of the Fed- 
eral Reserve System. State taxation of 
the System’s banks is a subject of im- 
portance in the aspect of the burdens 
which may be imposed upon the 
component units. This for the reason 
that while national banks are manda- 
torily included in the System, state 
banks may voluntarily join or withdraw 
therefrom. However, when a state bank 
becomes a member of the Federal Re- 
serve System, its financial condition is 
a matter of concern to the System. As 
the Supreme Court pointed out in 
Westfall v. United States, 274 U. S. 
256, at pp. 258, 259: 

“* * * * And if a state bank chooses to 
come into the System created by the United 
States, the United States may punish acts 
injurious to the System, although done to 
a corporation that the State also is entitled 
to protect. The general proposition is too 
plain to need more than statement. That 
there is such a System and that the Reserve 
Banks are interested in the solvency and 
financial condition of the members also is 
too obvious to require a repetition of the 
careful analysis presented by the Solicitor 
General. The only suggestion that may de- 
serve a word is that the statute applies in- 
differently whether there is a loss to the 
Reserve Banks or not. But every fraud like 
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State Member 
Banks and 
Section 5219 


By MARTIN SAXE 


The writer is a widely known 
authority on taxation 


the one before us 
weakens the member 
bank and _ therefore 
weakens the System. 


* * 


When the Su- 
preme Court will 
sustain Congres- 
sional legislation 
punishing _ offenses 
against the property 
rights of a state bank, 
and even to the extent where no loss is 
occasioned to the Federal Reserve bank 
of which the state bank is a member, 
certainly Congress must be well within 
its powers in providing for the protec- 
tion of the component parts of the Fed- 
eral Reserve System in the matter of 
state taxation. 

For nearly 70 years it has been the 
established policy of the Federal Gov- 
ernment to protect national banks 
against excessive and discriminatory 
state taxation; and consistently, so far 
as it has the power, it should extend like 
protection to all banks in the Federal 
Reserve System. Of course it may be 
readily asserted that state banks can 
nationalize and thus receive such pro- 
tection. In the meantime Congress, in 
the interest of the Federal Reserve 
System, should seek to afford to state 
member banks the same protection in 
the matter of state taxation that is given 
to national banks. And this for the 
cogent reason that at the present time 
no less than a dozen states are imposing 
heavier taxation upon state banks than 
upon national banks because of the 
Federal limitations upon the exercise of 


KEYSTONE 


Chief Justice Hughes 


the state taxing power with respect to 
the latter. 

Famous Section 5219 of the United 
States Revised Statutes (now Sec. 548, 
Chap. 4, Title 12, U. S. Code) contains 
the grant of power to the states for the 
taxation of national banking associa- 
tions and the limitations upon its exer- 
cise. The national banks being Federal 
agencies (CONTINUED ON PAGE 70) 
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Public Relations, Rule 1: 


By H. A. LYON 


Mr. Lyon is advertising 
manager, Bankers Trust 
Company and president, 
Financial Advertisers 
Association 


of the depositors of banks have 
made their selection of a banking 
connection on any other basis than con- 
venience and quality of service. For 
scarcely 10 per cent of the customers 
are in a position to be sufficiently dis- 
criminating to select their banking con- 
nection on the basis of more technical 
considerations. This small group may 
be influenced by the experience of offi- 
cers, loan policies, collection service, in- 
vestment judgment or other points of 
excellence. It is true also that while this 
10 per cent of depositors may control 
up to 50 per cent of the aggregate de- 
posits, most banks, as semi-public ser- 
vice corporations, are of necessity de- 
pendent on the other 90 per cent of 
smaller customers, as the backlog of 
their existence. 
Since reputation is largely the multi- 
plication of personal opinion, it would 
again seem logical that it is this 90 per 


Par te cep not over 10 per cent 


A financial advertising man, of course, must know 


enough about banking and bank services, first, to use 


and develop the potent sales arguments for those services 


and, second, to avoid pitfalls of a legal or technical 


character. His particular stock in trade, however, is an 


understanding of public sentiment and public demand. 


As in every other major activity of a bank, it is important 


to have this type of mind in charge of the bank’s public 


relations. More than that, his judgment must be relied 


upon in his own work just as the judgment of a loan or 


trust officer is relied upon in their respective fields 


cent whose opinion contributes heavily 
to the bank’s reputation. Where does 
this great majority get its opinion? It 
is safe to say that not even they could 
describe with any exactness its source. 
It is a compound of treatment received 
in the bank, impressions concerning 
its financial condition, management 
and directorate gathered from a multi- 
tude of sources, the bank’s adver- 
tising, publicity concerning it in the 
papers, ideas gleaned in social contacts 
concerning the character of its em- 
ployees, and the like. The question nat- 
urally arises, what can a bank do to 
improve this seemingly uncontrollable 
state of opinion? 

It is axiomatic in business that sales 
are made or jost at the point of contact. 
Let us first assume that the word “sale” 
in connection with a bank does not 
usually mean a repeat purchase, but 
rather the retention and development 
of the account. For the great majority 


The American Bankers Association, recognizing the opportun- 
ity of building goodwill through personal contacts, has pre- 
pared a series of printed conferences for employees. In prep- 
aration of this material the Financial Advertisers Association co- 
operated. In my opinion, such employee training carried on 
within each bank and based on this material as a text can do 
much to improve the relations of the individual bank with its 
customers. Further than that, it can be measurable assistance 
in giving customers a clearer concept of banking, and in this 
way restoring the confidence of the American public in its bank- 
ing structure.—The Author 


of the depositors, the points of contact 
are the junior officers, tellers, the clerks, 
the telephone operator, and the guard or 
floorman. That these employees who 
meet_the public_should be trained to 
consider the importance and value to 
the bank of their own attitude, their 
ability, tact, courtesy, and helpfulness 
would seem to be one of the first duties 
which a bank should undertake. Yet 
we are all familiar with innumerable 
instances of carelessness, lack of cour- 
tesy or inability on the part of em- 
ployees properly to handle customer 
difficulties. 

Such unfortunate experiences are 
merely the result of a failure to appre- 
ciate the effect which their individual 
attitude may have upon the bank’s 
relations with its customers and of the 
fact that most customer loyalty or lack 
of it arises from pleasant or unpleasant 
personal experiences at the hands of 
a few people in the bank. Here par- 
ticularly is a tremendous field for bank 
public relations training which has been 
too long overlooked. For whatever else 
a bank may do to engender confidence 
and goodwill toward itself and toward 
banking, it will hardly attain full effec- 
tiveness unless the customers are im- 
pressed with the spirit and ability of the 
bank’s own staff. 

A second weapon in attacking public 
opinion, full use of which has been over- 
looked by the banking fraternity, is 
proper publicity. Perhaps no city in 
the country was placed under more 
severe stress of adverse public opinion 
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The Need for Public Education 


For example, two excerpts below taken 


from the proceedings of the 


American Bankers Association Convention in 1894 


sumdine terms, Mr, Mendrix k.ndly complied 


with our request, as shown by the 


following quotation from his speech delivered in the House of Representatives on June 


22 


1894. 


“Mr, Chairman —I beg to avail myself of the privilege granted in this debate to nail a false- 


hood anid expose a forgery. 


The following circular has appeared in a number of newspapers: 


Deak Str: 


fhe iuterests of National bankers require immediate financial legislatigh 


nk notes upon a 


yold basis made the only money. This will require the authorization of from $500,000,000 to 


$1,000,000,000 of new bonds as a basis of circulation, 
your circulation and call in one-half of your loans, 


You will at once retire one-third of 


Be careful to make a money stringency felt among your patrons, sovange | among influen- 


tial business men. 


Advocate an extra session of Congress for the repeal o 
clause of the Sherman Law and act with the other banks of your city in securing a 
tion to Congress for its unconditional repeal, as per accompanying form. ~ 
ence with Congressmen, and particularly let your wishes be known to your 


the purchasi 

rsona! influ- 
ators. The 


Use 


future life of National Banks as fixed and safe investments depends upon immediate action, as 
there is an increasing sentiment in favor of Government legal-tender notes and silver coinage.’ 
In Senate Miscellaneous Document No. 192, the same circular is printed with the word 


‘American’ omitted, The appearai. 


of the circular in the titerature of Congress has 


attracted the attention of the officers of th. American Bankers’ Association, and they request 


me to give public notice in this Llouse that the circular was never issued by 
that it purports to be issued under the date of March 12, 1893, which 


Bankers’ Association ; 


the American 


was a Sunday; that the document, although repeated in print, never has a signature, and that 


‘its mandatory language, extraordinary suggestions, 
fraud and a falsehood.”’ 


and idiotic theories’ stamp it as a 


1894—A LETTER—tThis naive letter was given wide circulation and, 
as shown above, was even exposed in the House of Representatives 


DEAR Sir: 


Replying to your kind favor of 29th ulto., T beg 


MNES, LOWA, Apri 4, 1594. 


to inform you that the circular letter 


issued in my address at Little Rock, Ark., to which you referred, I cut out of a newspaper or 
magazine, Ido not now remember which; Lcarried it in my pocket for two or three months and 


never referred to it in any public way except at Little Rock, ‘ 
o the audience, and after the meeting I 


to think of it and took it from my pocket and read it t 


turned it over to the Civ /'ress of Little Rock to copy, 
several newspapers about the time it first appea-ed to the public, 
received your letter that its authenticity was «questioned. - 
Lassure you that I have no desire to misquote any person or association, 


signature of any one. 


and by mere accident | happened 


at their request. 1 saw the circular in 
and I did not know until f 
Che circular does not bear the 


and your statement that the circular is false will be accepted by me, and i will notify the press 
of Little Rock that the authenticity of the circular is denied by your Association, and at the 
earliest possible time I will return to Little Rock and ina public address will correct the state- 


ment. 


I am of the opinion that the place to correct an error, is where the error was made ; 


therefore, in justice to your Association, | will return to Little Rock and make the correction 
fromthat place, and in my criticisms of our National Banking system T will confine myself to 


the law and the congressional records, and concerning 


some private letters from leading lights in financial circ 


possession. 
possession 


the cause of the recent panic I will use 
les, the originals of which I-have in my 


Thanking you very heartily for calling my attention to the error made at Little Rock and 


pledging you all possible reparation at my hands, I am, 


Our denial embudied in the following circular was s 
y the Associated Press and has been extensively copied, together with the 


ence with Mr. Sovereign, in financial journals and 
the entire membership. 


Respectfully yours, 
J. R. G. M. W.” 


parts of the country 


correspond- 


nt to all 


ather papers, ft was also mailed to 


1894—RETRACTION—The letter above and the subsequent paragraph 


toward the banks during some recent 
months than Detroit. Newspapers were 
hostile. Depositor and _ stockholder 
opinion was obviously bitter. All of this 
underwent a considerable change when 
the banking executives decided that the 
newspapers and the public had a legiti- 
mate interest in the banks, what they 
were doing and why. Close cooperation 
with newspaper men, marked by frank- 
ness and honesty, soon made a con- 
siderable difference not only in the at- 
titude of the newspapers directly, but, 
through the newspaper, a noticeable dif- 
ference in public opinion. 

It was a difficult task, but brings out 
to perfection the legitimacy of public 
interest and the need for satisfying, so 
far as possible, the questions in the 
public mind. Similarly, in Boston dur- 


ing the moratorium, the banks quickly 
discovered that the proper dissemina- 
tion of full information was far~better 
than withholding that information. 
Newspapers were treated fairly and 
questions answered as frankly as pos- 
sible, but, in cases where information 
had to be withheld in the public interest, 
the newspapers were quick to see the 
reasons therefor and governed them- 
selves accordingly. It has been my per- 
sonal experience that newspapers want 
to be honest, accurate and constructive. 
It is natural, however, that, if facts are 
withheld, the stories printed will be 
obtained or verified through sources not 
entirely authentic and the news item 
which appears may have precisely the 
complexion which it was desired to 
avoid. It is quite apparent, however, 
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that confidence, frankness and absolute 
honesty in dealing with newspapers will 
find complete justification. 
Advertising is another tool available 
to banks for the creation of public 
opinion. The advantage of advertising 
is that the copy may say precisely what 
the bank wants it to say and in the way 
it should be said, without the possibility 
of distortion. There are two sets of con- 
ditions under which advertising is dan- 
gerous. The first is good advertising of 
an inferior service. That there has been 
inferior service in the banking field is 
obvious. The advertising of such ser- 
vices has done much to destroy belief 
in sound banking. If the service of a 
bank cannot stand the test of “truth in 
advertising”, then it would be better 
for that bank and for all banks if that 
particular advertising were avoided. 
The second condition under which 
advertising is valueless is poor adver- 
tising of a good product. Bad advertis- 
ing may be the result of inexpert prep- 
aration or failure on the part of bank 
executives to appreciate effective adver- 
tising and permit it to be done. It must 
be conceded that the preparation of 
good bank advertising requires a much 
different point of view and training 
than that required for the performance 
of the usual banking functions. A fi- 
nancial advertising man, of course, 
must know enough about banking and 
bank services, first, to use and develop 
the potent sales arguments for those 
services and, second, to avoid pitfalls 
of a legal (CONTINUED ON PAGE 79) 
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The Living Age publishes an article by 
a writer named David Warren Ryder in 
which are requoted this ordinary forgery 
and similar items for the purpose of dis- 
crediting banking. A few lines of the 
Living Age article are reproduced below 


A convention of the leading New 
York bankers was then called and 
word sent to every national bank 
throughout the United States to at- 
tack credit, fot the purpose of giving 
the people what the bankers termed 
an “object lesson.” A crisis was to 
ensue, and the press was told to in- 
form the people that the cause was the 
Sherman Silver Purchasing Bill. 

‘The following is a copy of the con- 
fidential circular sent to all the na- 


‘“Dear Sir,—The interests of na- 
\tional bankers requireimmediate finan 


f 
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What Mr. Roosevelt 
Has in Mind 


By MARK SULLIVAN 


of the United States as it now is, let 

us be fair. There is no dictatorship. 
There is on President Roosevelt’s part 
no attempt at dictatorship; there is 
rather the scrupulous avoidance of dic- 
tatorship—the avoidance of dictatorship 
by himself, and the averting of future 
dictatorship by some other. A story is 
going around Washington, one of that 
class of quips that in some cases are 
true or half-true, but in more cases 
wholly invented. This one probably be- 
longs in the half-true category, yet it 
really does sound like Mr. Roosevelt; he 
has, in private conversation, especially 
in repartee, the wit, the pungency and 
the laugh which, even in print, one can 
see in this story. A friend said to Mr. 
Roosevelt: “If your program doesn’t 
succeed you will be regarded as the 
worst President the United States ever 
had.” “No,” replied Mr. Roosevelt, “not 
the worst—the last.” 

I really think that the wish to avoid 
dictatorship or any other form of funda- 
mental and permanent change in the 
American system reflects the deeps of 
Mr. Roosevelt’s mind. I should add at 
once that in the President’s personality, 
the deeps of his mind are materially 
modified by a marked trait of his tem- 
perament. The trait is, susceptibility to 
new ideas, accompanied by an impulsive 
impetuousness—much like Theodore 
Roosevelt 25 years ago—about putting 
new ideas into effect. “That's an idea!” 
expressed with enthusiastic emphasis on 
the first word, is a familiar way in which 
the President pleases a caller. Those 
close to Mr. Roosevelt regard it as part 
of their helpfulness to hold him back 
from too quick execution of ideas that 
thus drop out of the air. During the 
campaign last year, they warned 
Strangers about to meet the candidate 
that when he says, in response to a pro- 
posal, “Fine!” or “That’s good!” the 
expression was to be interpreted as tem- 
peramental approval rather than formal 


[: we are to analyze the Government 


acceptance. In spite, however, of the 
vigilance of those about him, a good 
many notions that belong in the clas- 
sification of “happy ideas” have been 
adopted and put in execution by Mr. 
Roosevelt and now stand as part of the 
record of his Administration, and part 
of the Government of the United States 
as it stands today. 

Nevertheless, in the deeps of Mr. 
Roosevelt’s mind, I am satisfied, there 
is no notion of making any permanent 
change in the American form of govern- 
ment or its social system. I refrain from 


predicting there will be no such change; 
but if it comes it will emerge in ways 
which do not reflect Mr. Roosevelt’s 
deliberately planned intention. Either 
the change (if it comes) will be actual- 
ly unavoidable; or Mr. Roosevelt will 
have a happy idea in which it seems 
unavoidable; or, more probable than the 
latter, the fundamental change (if it 
comes) will force itself as the inevitable 
next step of something or other, as the 
unintended and unforeseen consequence 
of something done long before; as, let 
us say, the tenth step in some course 


There Will Be Some Who Don’t Get the 
Principle of the Thing at First 
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or other which, when it began, did not 
in the faintest degree contemplate any 
fundamental change. 

But I still do not think fundamental 
change will come. If some _ reader, 
startled by what has already been done, 
asks truculently, “What do you mean, 
fundamental change?” I reply that I 
mean such change in the form of gov- 
ernment and in the social system as 
would be analogous to what has hap- 
pened in Russia, Italy and Germany. 

It is true, change in another sense, 
and a serious enough sense, has already 
occurred. There has been already a 
change analogous to what took place 
under Andrew Jackson. More accurate- 
ly, this Administration has taken the 
steps which, when completed, will have 
effected a material redistribution of 
wealth. 

The intent and effect of the National 
Industrial Recovery Act is that out of 
the funds of any given industrial cor- 
poration, its present surplus and future 
profits, more shall go to labor, less to 
owner. The intent and effect of the farm 
relief measure is that by taxation (call- 
ed the “‘processing tax”) money shall be 
taken from consumers in cities and di- 


rectly turned over by the Treasury to 
farmers. The intent and effect of the 
inflation measures (not at this writing 
put in effect yet but in some degree like- 
ly to be) are to take money from credi- 
tors and give it to debtors. 

All that has been done. 

Measurably, that, wherever it occurs, 
is social revolution. But so far as it has 
yet gone in the United States, or now 
seems likely to go, it is comparatively 
mild and, in my judgment, is not (as- 
suming it does not go materially fur- 
ther) any great cause of repining. It has 
not gone anywhere near so far as it went 
during Andrew Jackson’s fight against 
the banks and corporations, what Jack- 
son called the “money power”. And 
in the case of Jackson as in the case of 
Mr. Roosevelt, if we are fair we should 
see that the revolution is not wholly the 
wilful act of either. In the case of 
Andrew Jackson, it was in part an un- 


Panorama 


Showing the effort to get back to 
the 1924-25-26 price level by a 
somewhat different road from that 
which we followed the first time 


240 


tt 


140 


1910 11 ‘12 13 ‘14 


120 


COLLAPSE OF WAR PRICE STRUCTURE 


ECOVERY GRAD 


RISING DEMAND FOR RAW MATERIALS 
BUSINESS Ri 
FLORIDA 


18 19 


BOOM- REAL ESTATE INFLA 
OF FLORIDA REAL ESTATE 


35 D6 27 28 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1933 


escapable consequence of the Napoleon- 
ic wars that ended some 15 years before. 
In the case of Mr. Roosevelt, it is an 
unescapable consequence of the Great 
War that ended 15 years ago. 

I suspect Mr. Roosevelt’s attitude to- 
ward the American form of government 
and social system is merely one which 
wishes to save it as far as possible, but 
recognizes that some yielding to change 
is unavoidable. 

In any event, there is no fundamental 
change yet. There is no dictatorship. For 
every step Mr. Roosevelt has taken he 
has authority from Congress. He is 
meticulousiy careful to keep within the 
authority Congress has given him. More 
convincing yet, when he has found Con- 
gress in the faintest degree reluctant to 
give him a power he would have liked 
to have, he has refrained from asking it. 
Fully ten drafts were made by Mr. 
Roosevelt’s aides of an act giving him 
power to change the tariff. All the drafts 
were scrapped when he learned Con- 
gress was hesitant. 

Mr. Roosevelt is not a dictator; Con- 
gress exists and will meet in January. 
And in November of next year, a new 
Congress will (CONTINUED ON PAGE 60) 
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Opinions on the New Banking 


jectors of the Banking Act of 1933 

that it would be given hearty ap- 
proval by the bankers of the country. 
Consequently no hearts are likely to be 
broken over the resulting reaction. In 
more than one reference in the debate 
upon his bill Senator Carter Glass in- 
dicated that he anticipated brickbats in- 
stead of bouquets for his part in the 
legislation while Representative Steagall, 
Chairman of the House Committee on 
Banking and Currency, declared, “This 
bill was not written for bankers. It was 
written for the people.” By what process 
of reasoning the Alabama Representa- 
tive separated the true interests of bank- 
ers and people is not indicated. 

In the meanwhile it is not surprising 
that an objective survey of banking sen- 
timent in the country at large made by 
the JOURNAL during the past two 
months shows reactions ranging from 
fairly enthusiastic endorsement to heat- 
ed disapproval. For most provisions of 
the bill there is, on the whole, rather 
general approval. In the matter of the 
insurance of deposits and in respect to 
the concentration of further authority in 
the Federal Reserve System itmthat con- 
nection there is almost universal disap- 
proval. Between the extremes of ap- 


[i was never expected by the pro- 


proval and disapproval is what may be 
called the mass sentiment of bankers 
generally, in which doubt and hesitancy 
contend with a desire to give loyal co- 
operation to Federal authorities in what 
is recognizable as an effort to improve 
banking conditions in the nation, how- 
ever much the individual banker may 
question the wisdom of the measures to 
effect the desired improvement. Much 
of the opposition is due to uncertainty 
among small non-member banks as to 
just what conditions. they are to face 
and what new tests they are to meet. 


THE most whole-hearted support for 
the new measure seems to come from 

Far-West: The feeling is 
not unanimous, of course, but 
the disposition of the bankers 
on the Pacific Coast appears to 
be more tolerant of new theories and 
méthods, more willing to try experiments 
and more in harmony with the ideas of 
the authorities in Washington than that 
of any other part of the country. In the 
far northwest corner of the country in 
the state of Washington, bankers gen- 
erally express themselves as in favor of 
those features of the measure which look 
to the safer and more effective use of the 


Far 
West 


The most whole-hearted support for the new measure 


seems to come from the Far West. The feeling is not 


unanimous, of course, but the disposition of the bankers 


on the Pacific Coast appears to be more tolerant of new 


theories and methods. . . . Coming farther east, opposi- 


tion prevails and in some cases it is very strong. In nearly 
all the states of the Middlewest there is talk of the need 
of changing the law. ... Fear for the future of the small 
state bank runs through practically all comment from the 


southern states. . . 


. The new Act seems to have very few 


friends among bankers in the eastern states 


assets of banks and to the prevention of 
undue diversion of funds into specula- 
tion. Most of them_approve_ branch 
banking, closer supervision of loans, the 
divorce of security affiliates and other 
similar provisions. However, they op- 
pose forcing small non-member banks 
into the Reserve System through the de- 
posit insurance scheme. They believe 
deposit guaranty is unsound but are 
willing to make concessions in this line 
to improve the banking and financial 
situation. There is also much feeling 
among them that the insurance feature 
ought to be modified or done away with, 
and they show an inclination to join 
with other banks in a movement to that 
end. 

Oregon bankers seem to be willing to 
go a little further, and it is evident that 
a large number of them would favor an 
out and out unified banking structure. 
This group in Oregon feels that the state 
is already well on the way to abandon- 
ing the dual banking system and that 
by the time the permanent insurance 
feature of the new Act comes into effect 
there will be no non-member bank in 
the state. The tendency of state laws has 
been toward increased banking capital- 
ization, though this is something of a 
problem with small, well managed banks 
with capital of less than $25,000 whose 
directors feel that they need no more 
capital and do not see their way clear 
to make the necessary increase. Most 
Oregon bankers favor branch banking. 
Few of them seem to have given the 
matter of increased authority for the 
Federal Reserve much thought; in gen- 
eral, however, they favor it. In the 
meanwhile the majority, as one of them 
expressed it, are “curiously tolerant” of 
the whole proposition and are disposed 
to wait and see what happens. 

Colorado bankers, too, evince_little 
concern over the matter of Federal Re- 
serve authority and in general seem to 
favor it—in fact, they favor_nearly all 
the provisions of the Act. However 
there is considerable questioning as to 
the wisdom and _ practicability of de- 
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posit insurance, with some latent oppo- 
sition to it. 

Further north, in Idaho, the picture 
changes. The bankers of Senator Borah’s 
state on the whole are opposed to the 
law. The outstanding objection is to the 
insurance feature, and opposition to this 
is all but universal on the ground that 
it has already been shown by repeated 
experiments in this line that the scheme 
is expensive and wasteful of assets of 
sound bankers and never at any time is 
workable for a long period. The plan is 
considered a popular but impotent ges- 
ture. These bankers also object to the 
extension of the power of the Federal 
Reserve authorities, which they claim 
has been used in the past in an extreme 
and unreasonably technical manner. 

Arizona bankers, as a group, also seem 
opposed to the Act, though they recog- 
nize in it many good features. They do 
not, as a rule, object to any reasonable 
regulation for the protection of de- 
positors but, as one banker pointed out, 
if the insurance feature is not to follow 
in the wake of the guaranty laws of eight 
states which have attempted it the en- 
tire banking system must be purged of 
politics and all extraneous influences, or 
a situation will be developed more seri- 
ous than the banking holiday of last 
March. Most of them also think that 
the concentration of more authority in 
the Federal Reserve System is too broad 
and general in its possible application to 
suit the different conditions and needs 
of various communities, especially in the 
nature of credit to be given clients. 
There is a feeling among them that there 
has been too liberal credit granted in the 
past and they point to their record of 
bank failures as a demonstration. Some 
of them also feel that if a bank bor- 
Tows money from the Federal Reserve 
to lend on securities there are other 
ways of preventing speculation than by 
giving such drastic authority to the Re- 
serve. 

In California, banking sentiment 
seems tobe too uncertain to give any 
definite indication of the general trend. 


Estimates Are Divided Geograph- 


ically. There Is Agreement on One 


Point, However—the Impracti- 


cability of 


There are both strong partisans and 
opponents of the law. The deposit in- 
surance plan is opposed by many of the 
larger banks but the general disposition 
seems to be to give the new law a chance 
and not to enter into any controversy 
over the matter until there has been an 
opportunity to try out the system on a 
fair basis. 


COMING farther east, opposition pre- 
vails and in some cases it is very strong. 
In nearly all the states of the 
Middlewest there is talk of the 
need for changing the law. In 
Kansas most bankers, except 
some of those ¢orinected with large 
banks, oppose increased Federal Reserve 
control. Bankers connected with medi- 
um sized and smaller banks feel that, 
while some of the larger institutions fol- 
lowed practices which justify increased 
Federal control, that was not true of the 
banks of the state as a whole. They re- 
sent the change. The banks are almost 
universally opposed to deposit insurance 
and seem to have considerable support 
from public sentiment in their position. 
It is generally agreed that all the banks 
will enter into the deposit insurance 
plan only by compulsion, and there is a 
strong movement among them to work 
for the repeal of this feature of the law 
as soon as Congress reconvenes. They 
regard the objectionable features of the 
law as far outweighing its good points 
and think the country would have been 
better off if the Act had not been passed. 

In Nebraska the opposition-centers 
upon the insurance feature, and the 
bankers of the state have gone on record 


Mid- 


west 


Deposit Guaranty 


Officially as opposed to it, although they 
have voiced no opposition to other pro- 
visions. There is much indecision among 
the bankers—many of them are resigned 
to the inevitable and few of them realize 
the implications of the extended author- 
ity of the Reserve banks. Many of them 
would like to stay out of the deposit in- 
surance organization but probably will 
not do so. 

In North Dakota and South Dakota 
the situation hinges upon the position of 
the small state banks with respect to the 
Federal Reserve System. In both states, 
bank deposit guaranty laws have been 
tried and have failed and _ been 
repealed, and the banks are violently 
opposed to a revival of the scheme in 
any form. They have no desire to enter 
the Federal Reserve System for the de- 
posit insurance feature and most of 
them are opposed to being forced into 
it for any other reason. Two-thirds of 
the North Dakota banks are state banks. 

Very few have the capital required 
to enter the System and if the insurance 
scheme is to force these banks into the 
Reserve it is generally agreed that it will 
mean the elimination of many, either 
by consolidation or liquidation, and thus 
there would be loss of banking facilities 
in many communities. The state banks 
also are opposed to being forced into 
the Reserve, since membership would cut 
them off from many of their exchange 
charges, which constitute a material part 
of their income at the present time. A_ 
majority of the banks also oppose fur- 
ther concentration of power in the Re- 
serve System, since they regard it-as 
further~-step in the Subversion of the 
dual system (CONTINUED ON PAGE 50) 
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Act, Charted from West to East 


By JOHN HANN 


Mr. Hanna was attorney 

for the War Finance Cor- 

poration from 1921 to 

1927. He is a member of 

the law faculty of Colum- 
bia University 


HE banker’s concern with the ad- 
ministration of the National In- 
dustrial Recovery Act up to this 
time has been largely that of any citi- 
zen vitally concerned for the economic 
prosperity of the country. A banker as a 
creditor may be affected more directly 
by certain provisions in the blanket 
code. For example, he may have taken 
as security for a loan to one of the code 
signers an assignment of accounts re- 
ceivable. In this code the implication is 
that the amount due under such ac- 
counts may be increased. The creditor 
holding an assignment has a legitimate 
interest in these increases. The legal 
problems of the blanket codes, however, 
are not likely to be so difficult that the 
banker’s relation to them can not be 
settled in a spirit of accommodation and 
recognition of common interests. 
It is with items relating to business 
conduct and practices that are poten- 
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Borrowing 


under 


The Recovery Act 
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tially but not yet actually contained in 
the more elaborate industrial codes that 
the banker is most concerned. 

One observation at this point is essen- 
tial to any understanding of the situa- 
tion. That is the recognition that Con- 
gress has no constitutional warrafit to 
deal, under the National Industrial Re- 
covery Act or otherwise, with businesses 
not engaged in or affecting interstate 
commerce. This observation has two 
implications. In the first place a great 
many retail and even wholesale and 
manufacturing businesses are submit- 
ting to the regulations of the National 
Recovery Administration over which by 
no stretch of logic can the Federal au- 
thority legally extend. The suggestion 
has been made in some quarters that by 
voluntarily submitting themselves to 
the recovery administration they there- 
by consent to the jurisdiction of the 
Federal Government and accept the 
authority of the recovery Act. The Gov- 
ernment law officers would be very un- 
likely to take advantage of the spon- 
taneous patriotic outburst of those 
signing the blanket code, and in any 
event if the Government were to take 
such a position the courts would doubt- 
less hold that the individual had not 
waived any constitutional privilege. Re- 
minder of the constitutional limitations 
in Federal authority is not meant as an 
adverse criticism of the administration 
for inviting the cooperation of all busi- 
ness, interstate and local alike, in the 
immediate support of the recovery pro- 


gram. There can be no harm _ however 
in recognizing how much acquiescence 
in the new program is voluntary and 
patriotic and how much is submitting 
to the inevitable. 

It may be pointed out that the recov- 
ery act specifically covers not only inter- 
state commerce but business affecting 
interstate commerce. Some persons care- 
lessly assume that if any local business 
can be tied, however remotely, to inter- 
state commerce, it comes within the 
sphere of Federal jurisdiction. There is 
no space here for a constitutional argu- 
ment on this point. It is sufficient to say 
that such an assumption is far from be- 
ing the law. The recovery Act is not 
only inapplicable to purely legal trades 
which are not in competition with in- 
terstate business, but it cannot be ap- 
plied to all phases of the business ac- 
tivities of interstate companies. 

How far the Act affects intrastate 
business which is in competition with 
companies doing an interstate business 
remains for the courts to settle. The 
mere making of contracts across state 
lines is not interstate commerce. It has 
been held that commerce does not in- 
clude production. Commerce succeeds 
to manufacture and is not a part of it. 
From the existing decisions it would 
seem that the whole process of produc- 
tion and manufacture may be excluded 
from congressional control under the 
commerce clause. On the subject of 
Federal authority over intrastate busi- 
ness which affects interstate business 
one can only say that decisions have 
established that whenever intrastate rail- 
road rates affect the rate charged for 
interstate traffic even incidentally, the 
Federal Government may prevent the 
interference by controlling the interstate 
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rates. This was the rule in the Shreve- 
port and the Minnesota rate cases. The 
limitation of Federal authority over 
businesses engaged in interstate com- 
merce is shown by the decision involving 
the first Federal Employers Liability 
Law. The case raised the fundamental 
question of whether the simple fact that 
a company in any part of its business is 
engaged in carrying on interstate com- 
merce renders it subject to Federal regu- 
lation as to all its activities. The Su- 
preme Court answered the question in 
the negative and held the Act uncon- 
stitutional because its application was 
not limited by its terms to injuries and 
deaths incurred by persons while en- 
gaged at the time in interstate activity. 

The second implication from the re- 
striction of Federal control to inter- 
state commerce is that the recovery Act 
codes may be valid under recent Federal 
legislation, but a violation within a par- 
ticular state of local antitrust statutes. 
While the state law could not be en- 
forced if it amounted to a regulation of 
interstate commerce, the existing dif- 
ference between state and Federal anti- 
trust laws indicates the possibility of 
dispute. Governor Lehman of New York 
is amply justified in his proposals first 
to adopt for the state as affecting intra- 
state business the standards of the Na- 
tional Industrial Recovery Act and 
second to relieve those complying with 
such standards from the prohibitions 
and regulations of the state antitrust 
laws. One may be reasonably sure that, 
during the present emergency, state au- 
thorities will not be likely to prosecute 
alleged offenders who are only comply- 
ing with a national recovery code. Im- 
munities under a national recovery 
code are limited to 60 days beyond the 


Association 


two-year period of the Act. Presidential 
licenses under the Act are limited to a 
single year from the date of the Act’s 
passage. It will nevertheless remove oc- 
casional fears and make for a desirable 
uniformity administration if state 
statutes regulating business combina- 
tions and trade practices can be brought 
in line with the Federal recovery Act. 
Whatever the precise scope of the 
Act its admitted jurisdiction over inter- 
state commerce is of course of the very 
largest significance. Its primary effect 
will doubtless be the enlargement of the 
legal field of collective action by trade 
groups. Even in this respect, however, 
the Act is by no means as revolutionary 
as some of its commentators apparently 
imagine. The basic notion that through 
a representative trade association an 
industry should be allowed to regulate 
competition among its members subject 
to the approval of a public regulatory 
body is not far from the suggestion of 
Secretary of Commerce Hoover in his 
correspondence with Attorney General 
Daugherty in 1921. Congress in the re- 
covery Act has barely kept step with 
public sentiment regarding the legiti- 
mate functions of trade associations. 


The banker has one main con- 
cern with the activities of trade as- 
sociations under the recovery act. 
He must recognize that his client, 
the individual enterprise, is sub- 
ject in important particulars to a 
trade association. It is his duty to 
know how far the client’s freedom 
to contract has been restricted 


Whether it has gone much further than 
the Supreme Court decisions in the 
Maple Flooring and Cement Manufac- 
turers and the Appalachian Coal cases 
is not free from doubt. The recovery Act 
specifically stipulates that codes shall 
not permit monopolies and monopolistic 
practices. The present jurisdiction of the 
Federal Trade Commission is preserved 
by the new law. The recovery Act does 
not repeal the Clayton Act provisions 
regarding price discrimination, exclusive 
dealing arrangements and tying con- 
tracts. In general one may assume that 
unfair practices condemned by the 
Clayton Act are still prohibited. On the 
other hand trade associations are defi- 
nitely recognized in the recovery Act 
itself. The sanctions of the recovery Act 
provide associations with the necessary 
power to discipline minorities. What 
used to be a crime to do now may be- 
come a crime to refrain from doing. 
The Sherman Act prohibited monop- 
olies and combinations in restraint of 
trade in interstate commerce. The Su- 
preme Court held this meant an un- 
reasonable restraint of trade. A long line 
of decisions emphasized that the Act 
meant to (CONTINUED ON PAGE 57) 
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The Unappreciative Metal 


Whenever “Something Has Been Done for Silver” It Is 
Grateful 


HE world economic conference 

failed in many things but it did 

widen the circle of the friends of 
silver. For many years silver has had 
two loyal supporters, Mexico, the 
world’s largest producer, and United 
States Senator Key Pittman, who repre- 
sents the State of Nevada, a reasonably 
important silver producer. Mexico had 
little influence; Senator Pittman had 
much in the councils of a victorious 
political party. 

The first tangible movement to rescue 
silver resulted from the enactment of a 
law, hurriedly rushed through the last 
Congress, which permitted nations 
owing war debts to the United States 
to pay in silver up to $200,000,000, such 
metal being accepted at a valuation of 
50 cents an ounce. The next step was 
to do something for silver at the Lon- 
don conference. Senator Pittman, in 
London as a member of the American 
delegation, obtained a silver agreement 
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for a Time and Then 


with seven other nations, subject to 
formal governmental ratification. 

Five countries—Mexico, the United 
States, Canada, Peru and Australia, 
classified as the world’s largest pro- 
ducers—agreed to purchase or withdraw 
from production 35,000,000 ounces of 
silver yearly for the four-year period 
beginning January 1, next. Three others 
—India, China and Spain, described as 
the owners of the largest stocks of silver 
—agreed to dispose of not more than 
40,000,000 ounces yearly for the same 
period. India is to sell not more than 
35,000,000 ounces, Spain 5,000,000 and 
China none. There is an important 
proviso that India may avail herself of 
opportunities to sell any amount in 
excess of the 35,000,000 to governments 
needing “tokens” to pay over to the 
United States Treasury on War debt 
account. India benefited by a wind- 
fall on June 15 of this year by sell- 
ing 20,000,000 ounces for this purpose. 


Slumps to New Lows 


On the face of these facts it does not 
seem that much has been accomplished 
for the metal. Mexico last year bought 
23,200,000 ounces; the United States 
1,200,000. If the other three countries 
named—Canada, Peru and Australia— 
share in carrying the 35,000,000 ounce 
annual silver bag it will be helpful to 
the position of the metal. On the selling 
side the agreement means that all three 
of the largest holders of silver agree 
to do substantially what they have been 
doing, perhaps a little more. China, as 
distinguished from Indo-China, has not 
been a large dumper of demonetized 
metal, and can promise readily not to 
do what she has not done. Spain has 
been a potential but not an actual seller, 
but can now add 5,000,000 ounces to 
the world’s annual supply. India has 
been selling large amounts of silver 
yearly from a government reserve now 
estimated to be still in excess of 370,- 
000,000 ounces and it can continue 
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to dispose of 35,000,000 ounces yearly, 
with additional amounts for nations to 
pay debts to the United States. In brief, 
the great achievement at London takes, 
for the four-year period, 140,000,000 
ounces from the market and puts on the 
market 160,000,000 ounces. Probably 
the 160,000,000 ounces would have 
come out for sale anyway, possibly on 
no orderly scale. It is an accomplish- 
ment to obtain an agreement for orderly 
marketing and a greater one to find 
buyers for the supply to be released. 
That is about what has been achieved. 

The world supply of newly mined 
silver alone in the years 1932 and 1931 
has been more than sufficient to supply 
all world demands, including coinage. 
The none too sound statistical position 
is reduced to a nightmare by demone- 
tized supplies dumped upon the market. 
It is customary for many silver statisti- 
cians to deduct known consumption 
from world output plus known demone- 
tized supplies and to label the difference 
“unaccounted-for demand”, thereby 
balancing off the figures neatly but 
unsatisfactorily. Naturally the unac- 
counted-for supply must have gone 
somewhere, but whether it is in storage 
for governments, producers or specu- 
lators makes no difference. Almost every 
ounce of silver produced competes with 
every ounce previously turned out and, 
since silver is mainly a by-product of 
the mining of other metals such as cop- 
per, only depression in the mining in- 
dustry in general can curtail output of 


THE silver agreement entered into by nine nations at the World 
Monetary and Economic Conference in London regulates purchases 
and sales of silver for the 4-year period beginning January 1, 1934, 


as follows: 


PERMITTED TO SELL 


India* 140,000,000 fine ounces 
Spain 20,000,000 ” ” 
China None 


Total 160,000,000 fine ounces 


“Further sales, not to exceed 35,000,- 
000 fine ounces, are permitted to be 
made to governments — transferring 
their purchases to the United States 
in payment of War debts. 


silver. Being both a commodity and, for 
a large portion of the world’s popula- 
tion, money, the best hope for silver lies 
in reestablishment of general prosperity. 
World agreements such as have been 
made will not materially hasten the re- 
vival. 

This does not mean that the advance 
of some 40 per cent in the price of 
silver may not be retained. Speculation 
on an enormous scale has been active 


When part of Britain’s “token payment” 
in silver arrived here from India it was 
well guarded 
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REQUIRED TO Buy 


Australia 
Canada 
United States 
Mexico 

Peru 


140,000,000 
| fine ouncest 


Total 140,000,000 fine ounces 


7Mine production. 


for more than a year, New York play- 
ing a leading rdle. Many sources of de- 
monetized supplies have run dry. Many 
other sources of demand have opened, 
particularly for coinage. Increase in 
circulation of subsidiary coinage reduces 
the outstanding volume of central bank- 
notes and economizes to that extent on 
gold reserves. Furthermore, it does mean 
something to silver price levels if gov- 
ernments are to invest taxpayers’ money 
even to the amount necessary to buy 
35,000,000 ounces yearly, for strictly 
hoarding or circulatory purposes as will 
be the case now. 

Incidentally, the Treasury in Wash- 
ington will be the chief goat. The 
United States will keep on hand the sil- 
ver bullion which will be placed behind 
silver certificates and, if volume of the 
latter in circulation grows, circulation 
of other forms of paper money will de- 
crease. The newly deposited silver bul- 
lion will join the pile of over 500,000,- 
000 dollars in Treasury vaults. Some of 
them have been there more than 50 
years. 

The next step in the international 
silver game will be an effort to induce 
central banks to include a small per- 
centage of silver (which would mean 
several hundred millions of ounces 
eventually) in their metallic reserves, 
the central banks “stabilizing” silver 
prices by buying at, say, 40 cents an 
ounce and selling at, say, 50 cents. This 
would not revolutionize central banking 
or even the world’s currency position, 
but it would revolutionize the annual 
statistical position of silver. This ambi- 
tious project was discussed at London 
but failed of action, which was post- 
poned for an indefinite future pending 
more careful study. 
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CAPITAL 


Chairman Jesse 
Jones (center) of 
the R. F. C. has 
inaugurated the 
policy of buying 
preferred stock in 
sound banks, in 
order to spur the 
granting of com- 
mercial credit. 
Left to right, eat- 
ing Secretary 
Roper’s watermel- 
on: Senator Con- 
nally, Huston 
Thompson, Mr. 
Jones, Senator 
McAdoo and Mr. 
Roper 


GLOBE 

COAL—John L. Lewis, president, United Mine Workers, and Dr. 

Leo Wolman, deputy administrator, NRA. Mr. Lewis asked a 30-hour 
week and $5 daily minimum wage 


KEYSTONE 


BANKERS 


The President 
wrote Jesse Jones: 
“I congratulate 
the many bankers 
who have steered 
their institutions 
through the troub- 
les of the _ past 
four years, but 
credit must be 
made available to 
all classes of our 
citizens busi- 
ness is to be re- 
established on a 
permanent, work- 
able basis” 


GLOBE 

CUBA—Gerardo Machado, August 11, said the dis- 
orders in Havana were routine. The next day he 
resigned as president and was succeeded by Carlos 
penaieeiae NO. 1 MEN—General Johnson said, “We 


have got to have some more No. | men” 


KEYSTONE 
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EDITORIALS 


Buy Now 


THE Buy Now Movement is back once more and 
its sponsor is the National Recovery Administration. 
The public is being urged to spend more freely, as 
part of N.R.A.’s plan to increase “purchasing power.” 
The two—buying power and buying—are Siamese 
twins in the opinion of the Recovery Administration 
because an increase in purchasing power would be 
of no avail whatever unless it were put to actual use. 


X+ Y=Z 


WITHOUT going into the metaphysical aspects of 
the doctrine, it is apparent that the simple mechanical 
formula of creating prosperity by raising purchasing 
power will not bear close inspection. 

In the first place if every unemployed person in 
the United States could be put back at work imme- 
diately it is unlikely that the purchasing power of the 
country, in relation to production, would rise in the 
slightest. In fact, there is every prospect of a relative 
decline because, under our present system, a man must 
produce more than he receives in wages. Otherwise 
there is no profit in hiring him. 

Even if, concurrently, hours are shortened, work 
spread and prices raised, the net result of the success 
of the N.R.A. program would be an unhealthy stimu- 
lation of production which would render the formula 
meaningless. 


BOBTAILED 


THE concentration of extraordinary economic power 
in Washington is a good thing only if it is used in- 
telligently. 

Now that the country has gone this far with the 
experiment it must push through to some end. Hap- 
pily, there is no fault to be found with the N.R.A.’s 
aim to balance the supply of goods and labor with the 
demand. It is good strategy for the moment and if any 
criticism is justified it is because this amazing idea 
which looms so impressively is not enough. It is bob- 
tailed and contrary to nature. 

It would be better in the long run for the N.R.A. to 
devote most of its power and prodigious energy to the 
development of new industries and the improvement 
of old ones. Instead of looking back wistfully at the 
economics of 1926 and forward hopefully to the poli- 
tics of 1936, the N.R.A. should keep its gaze more 
diligently on the American tradition—change and 
progress. The standard of living will never be raised 
by guaranteeing industry the status quo. 

“Increased purchasing power” is merely the latest 
of a long series of slogans which have captured 
the imagination from time to time of those who believe 
that economics can be simplified and standardized. 
Economics is about 99 per cent psychology and the 
rest mechanics. It is quick-silver, not a machine. 


RECOVERY ABROAD 


IF, for instance, it is necessary to embark on such an 
extraordinary course as we have in this country in 
order to cure our own national depression, what are 
the forces which have been impelling recovery abroad 
as rapidly as in the United States? Without benefit 
of anything approximating the N.R.A., many foreign 
countries are coming out of the depression at a rate 
that equals, if it does not exceed, that in this country. 


Confidence in Banks 


ONE factor in recent business recovery has not A a. 


received the attention it merits. That is the return of 
public confidence in banks. If banking public rela- 
tions could be measured and charted, the line since the 
first of the year would dip low in March, then rise 
steadily through the spring and summer. 

This whole tendency has had an excellent effect on 
the morale of the country and is a sign of economic 
health without which it would be futile to hope for 
better times. 

There are still a few statesmen, of course, who re- 
sort to the ancient device of criticizing banks as proof 
of their devotion to democracy, but this trick has cer- 
tainly lost much of its popular appeal. 


BUT— 


HAVING pointed hopefully to this item of progress, At. « e. 


it is necessary to recognize frankly a new development 
which threatens to put bankers once more in an un- 
favorable light. 

As the National Recovery Program unfolds, one 
hears the opinion expressed with increasing frequency 
by spokesmen for the “New Deal” that bankers are 
blocking the road by refusing to ladle out credit with a 
generous hand. The mere fact that this opinion springs 
from stark ignorance of banking practice does not 
soften its harsh effects. Having served successfully as 
scapegoats during the period of depression, it would 
be a simple matter to let bankers go right on carrying 
the blame for whatever delays or confusion attend the 
Government’s recovery plans. 

There is one elementary fact which should serve as 
a starting point for public relations during a period 
like this, namely that a banker’s first duty is toward 
his depositors. No matter how much the community 
is swept by recovery psychology a banker has no right 
to risk in questionable enterprises the money which 
has been left in his keeping. 

During the depression bankers were blamed for 
being too liberal in their lending policies. Now, when 
the first drum beats of recovery can be heard some 
distance off the belief seems once more in the ascen- 
dency that prosperity can be brought back immediate- 
ly if only bankers would throw caution to the wind. 
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By JAMES HOLLADAY 


HE Canadian Bankers’ Association 

was founded in 1891 as a result 

of legislation, passed the previous 
year, by which the banks were made 
mutually responsible for all circulating 
notes. Originally it was a voluntary 
trade association designed to afford pro- 
tection to its members and to dissemi- 
nate information relative to banking 
problems. As a result of its activity, it 
was granted a Dominion charter in 
1900, and in the revision of the Bank 
Act of that year all routine matters re- 
lating to the preparation and issuance 
of banknotes were placed under its con- 
trol. In subsequent years it has been 
called upon to assume many additional 
duties. 

The Journal of the Canadian Bank- 
ers’ Association is the oldest project 
fostered by the Association. It was 
founded in 1893 and has continued, 
without interruption, as the official pub- 
lication of the Association. It is edited 
by a committee appointed at the annual 
meeting and contains items of general 
interest as well as technical discussions. 

Following the lead of the Institute of 
Bankers in England the Association pre- 
pared examinations and established a 
formal course in banking in 1914. New 
subjects have been added from time to 
time until it is now given as three dis- 
tinct courses. The Associates, or pre- 
liminary course, is conducted by Shaw 
Schools, Ltd., and provides instruction 
in practical banking, commercial and 
foreign exchange arithmetic, English 
composition and bank correspondence, 
banking, commercial geography, Bills 
of Exchange Act and bookkeeping and 
accounting. The Fellows, or advanced 
course, is conducted by Queen’s Univer- 
sity and provides instruction in practical 
banking and foreign exchange, econom- 
ics, money and banking, business fi- 
nance, commercial law, accounting and 
auditing. A special supplementary course 
in Spanish, French, English literature, 
history and advanced foreign exchange 
is offered by Queen’s University to 
graduates of the Fellows course and to 
other select students. Instruction is by 
correspondence, with a comprehensive 


Mr. Holladay is a member of the faculty 
of the School of Commerce and Business 


Administration, University of Alabama 
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The Canadian 


Bankers’ Association 


Supervises issuance of banknotes, their distribution 


and retirement 


Sponsors associates, fellows and supplementary bank- 


ing courses 


Appoints curators for insolver anks 
Appoint t f Ivent bank 


Manages the central gold reserve 


examination at a stated time each year. 
For the convenience of the students, the 
examinations are held in a number of 
places throughout the country. In order 
to make the instruction as practical as 
possible, special bulletins are used to 
supplement the regular textbooks. The 
tuition for the regular courses is $50 
each; for the special course it varies 
with the amount of work taken. 

The Association seeks to stimulate in- 
terest in banking problems by means of 
essay contests. Two classes of competi- 
tion exist at this time. The Senior com- 
petition is open to any person employed 
in a Canadian bank. The Junior contest 
is likewise open to any person employed 
in a Canadian bank, provided he is also 
enrolled in one of the formal banking 
courses and actually pursuing his 
studies. The prizes in both are $100, 
$50 and $25. The subjects for the essays 
are selected by a committee appointed 
by the Association and are generally 
quite practical. The winning essay in 
each contest is published in the Journal 
of the Association. 

Another type of educational work 
consists of the voluntary activities of 
one kind or another sponsored by either 
the local clearinghouse or by a separate 
educational association. The work spon- 
sored by the former is limited almost 
exclusively to lectures on topics of gen- 
eral interest to bankers. The Toronto 
Bankers’ Educational Association, or- 
ganized in 1919, is one of the best 
known of the special educational asso- 
ciations, It sponsors a series of lectures 


on questions of general interest to all 
its members for its regular dinner gath- 
ering each year. In addition to this, it 
provides special courses, taught by pro- 
fessors in the local university, for those 
of its members who desire technical in- 
struction. These courses run for two 
terms of ten weeks each and are open 
to members upon payment of a fee of 
$25. The students are divided into study 
groups and meet once each week for in- 
formal discussion. 

In 1900, the incorporated Association 
was given power to protect its members 
through the authority delegated to it to 
supervise the making of all notes and 
their distribution to the banks and 
branches, as well as to witness the de- 
struction of the notes when they were no 
longer fit for use. It should be clear that 
if a bank with numerous branches is to 
make the fullest lawful use of its note 
issue privilege, it is necessary for the 
head office and each branch to have a 
reserve supply at all times. Thus banks 
have always been permitted to have any 
volume of notes engraved that they de- 
sired. 

Every banknote company, however, is 
required to submit to the Association a 
detailed statement of the number, de- 
nominations, and all other particulars 
regarding any and all notes sent by it to 
a bank. The banks, in turn, are required 
to forward to the Association a state- 
ment of all the notes received by them 
since their last report. Thus two inde- 
pendent statements are provided—one 
from the banks showing the volume of 


notes received and one from the bank- 
note company showing the volume de- 
livered to each bank. The one serves as 
a check on the other. 

Once a month each bank is required 
to send to the president of the Associa- 
tion a report showing the condition of 
its note circulation on the last day of 
the preceding month. This return shows 
the balance of the note account at the 
beginning of the month and the notes 
received during the month. From this 
balance is deducted the amount of notes 
destroyed during the month and those 
on hand at the end of the month. The 
difference is the circulation outstand- 
ing. This report is accompanied by a 
certificate, signed by three directors and 
the general manager, showing the num- 
ber and denominations of the notes de- 
stroyed during the period. 

The Association has the right to ap- 
point a representative to witness the de- 
struction of notes if it so desires. Actu- 
ally, this is seldom done. Each month 
the Association issues and distributes 
among the members a statement which 
shows the notes received and destroyed 
by each bank and the balance to the 
note account of each bank at the end 
of the month. As a further check, the 
Association audits the circulation ac- 
count of every bank at least once a year. 

While the government has no direct 
control over the delivery of notes that 
are printed for the banks, that power 
being delegated to the Association, in 


There are nine individually chartered banks in Canada whose branches 
form a network over the entire country. Their head offices are located 


in three principal cities: 


@ In Toronto—The Canadian Bank of Commerce, The Dominion Bank, 
Imperial Bank of Canada, The Bank of Toronto. 


@ In Montreal—Bank of Montreal, Banque Canadienne 


Nationale, 


Banque Provinciale du Canada, Royal Bank of Canada. 


@ In Halifax—Bank of Nova Scotia. 


practice the Association sends a month- 
ly report of its findings to the Finance 
Department. In this way a knowledge 
of what is going on in this regard does 
come to the government. 

Since the banks are held mutually re- 
sponsible for the redemption of circulat- 
ing notes, the Association is authorized 
immediately a bank becomes insolvent 
to appoint a curator to supervise its 
affairs. Under such conditions the right 
of that bank to issue and circulate its 
notes automatically ceases. At the time 
the curator is appointed, the president 
of the Association also appoints a local 
advisory board consisting of three mem- 
bers, selected as far as possible from 
among the general managers, managers 
and other bank officials at the place 
where the head office of the suspended 
bank is situated. The curator is expected 
to advise with this board from time to 
time and must secure its approval be- 
fore taking any important action. He 
assumes supervision and control of the 
affairs of the bank and of arrangements 
for the payment of the outstanding 


notes. He has power to do all things 
necessary or expedient to protect the in- 
terest of the creditors and shareholders 
and to conserve and insure the proper 
distribution, according to the law, of 
the assets of the bank. In this capacity 
he continues to supervise the affairs of 
the bank until it resumes business, or 
until a liquidator is duly appointed to 
wind up the business. 

Another power given the Bankers’ As- 
sociation is that of establishing clearing- 
houses and providing for the more effici- 
ent transfer of funds, subject to the ap- 
proval of the Treasury Board. It can 
make rules and regulations for the gov- 
ernment of the clearinghouses subject to 
approval of the board and the stipula- 
tion that membership shall be voluntary 
and that each member shall have one 
vote on all matters. A large number of 
clearinghouses have been established, 
all of which operate under general rules 
and regulations proposed by the As- 
sociation. In 1927, the Association 
brought about the establishment of a 
central clear- (CONTINUED ON PAGE 78) 
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The United States and the world are 
watching for some sign of the Govern- 
ment’s inflation plans. But the Adminis- 
tration is not crossing bridges ahead of 
time 


F it is at all permissible in these 

days of uncertain national mone- 

tary and financial policies to apply 
< combination of a little close reasoning 
and common sense to the latest financial 
operations of the United States Treas- 
ury, some rather important conclusions 
may be reached. 

The financing of August 15 consisted 
of two issues to which ‘certain strings 
were tied. Theoretically it included an 
offering of $500,000,000 in 314 per cent 
8-year bonds and an offering of $350,- 
000,000 in 2-year 15¢ per cent Treasury 
notes. The Treasury, however, reserved 
the right to increase the bond issue by 
an amount sufficient to allot in full all 
subscriptions for which payment was 
tendered in the 114 per cent certificates 
of indebtedness due on September 15, 
which total $451,447,000. It also al- 
lotted in full all cash subscriptions for 
$10,000 or less in the hope or expec- 
tation that, since the bonds are issued 
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Inflation and 


Federal Credit 


By GEORGE E. 


in denominations as low as $50, small 
individual investors would be induced 
to subscribe to a material amount of 
the bonds and thus take a considerable 
portion of them out of the market more 
or less permanently. 

How far this latter plan may be con- 
sidered a success is uncertain. Subscrip- 
tions in cash for amounts less than the 
$10,000 limit were not very sizeable, and 
there is much reason to believe that a 
large proportion of these subscriptions 
have come from scalpers who bought 
the bonds to sell in the open market at 
the slight profit possible in the small 
premium to which the attractive rate of 
314 per cent interest carried the securi- 
ties in preliminary trading. 

In the meanwhile several inferences 
may be drawn from the nature of the 
financing, its reception by the investing 
public and its bearing upon future fi- 
nancing. The Treasury refused to give 
the same preference to the $469,000,000 
of 4 per cent certificates due August 15 
as was given the September maturity. 
There must have been a definite pur- 
pose back of this discrimination. Since 
the combined issue was designed to take 
up maturing short term loans and also, 
specifically, to provide funds for the re- 
covery program, it is evident that the 
Treasury, by its discrimination in favor 
of the September maturity, intended to 
get the latter out of the way for a pur- 
pose. Since the proceeds of the com- 
bined loans exceed $1,100,000,000, con- 
siderably more than seems necessary to 
provide the Treasury with funds for its 
immediate needs including recovery ex- 
penditures, the close reasoning above 
mentioned seems to indicate that the 
usual September financing date will be 
used to make the first attempt in the 
long anticipated effort of the Treasury 
to refund the high priced Fourth 


ANDERSON 


Liberty 414 per cent and First Liberty 
414 per cent bonds—the former in the 
amount of $6,268,095,250 callable after 
October 15 and the latter in the amount 
of $535,982,600 which have been call- 
able since June 15, 1932. The 31% per 
cent First Liberty Loan of $1,392,227,- 
350 also is now callable and the small 
converted 4 per cent issue of $5,002,450. 
If all these bonds can eventually be re- 
funded on the basis of the August 15 
rate the Government will save about 
$80,000,000 a year in interest. 

Obviously this refunding would not 
be attempted all at once. The huge 
amounts will be nibbled at as occasion 
is offered. The important point is that 
the Treasury is likely to make a begin- 
ning and the six to one over-subscrip- 
tion of the August issue gives strong 
indication that success will greet a 
moderate attempt along these lines. 

Applying common sense to the situa- 
tion gives rather more important con- 
clusions. The fact that the August fi- 
nancing was partly for the announced 
purpose of taking care of the Govern- 
ment’s recovery program and that the 
Government was thoroughly satisfied 
with results in that respect indicates 
that the authorities in Washington have 
no intention, for the present at least, 
of using the extraordinary powers given 
the Secretary of the Treasury in con- 
nection with the Federal Reserve banks, 
to finance the Government by extraor- 
dinary bond issues sold directly to the 
Reserve banks. This means that for the 
present at least there will be no infla- 
tion of the currency. 

With the threat of an inflation of the 
currency removed, even temporarily, 
much of the wind is taken out of the 
sails of the whole inflation movement. 
The speculative movement, based upon 
the idea of (CONTINUED ON PAGE 62) 
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HEN President Sisson calls the 

Convention to order September 

5, six months will have passed 
since all banks in the country were 
closed by Executive order. Two months 
and 20 days ago the Glass-Steagall Bill 
became law. One month and three days 
have elapsed since the Administrative 
Committee’s announcement with refer- 
ence to the formulation of a basic code 
for banking. 

Banking events in recent months have 
centered at Washington. Moreover, it 
seems certain at this time that further 
banking legislation will be undertaken 
at the coming session of Congress. It is 
natural, therefore, that the Convention 
should give particular attention. to de- 
velopments in the nation’s capital. 

Governor Black of the Federal Re- 
serve Board will speak on Tuesday 
morning, September 5. Comptroller of 
the Currency O’Connor will speak on 
September 7. A. A. Berle Jr., special 
adviser to the Reconstruction Finance 


MR. O°CONNOR 


MR. BLACK 


IN 1893 AT CHICAGO 


The Convention heard Comp- 
troller of the Currency Eckels 


‘LISTENED TO ECKELS. 


' Convention of Bankers Addresse: 
by the Comptroller. 


REVIEW OF THE RECENT PANIC. 


j 
H 


| Causes of the Trouble Must Re Re 


moved Refore Permanent Sefety 
Can Bo Assured. 


The first dav’4 session of the nineteenth 
annual convention of the American Bankers’ 


| Assegiation began at 10 o'clock to-day at 
| hall Sef the Art Institete, The convention 
will last twedays was originally calied 
| for early in September. but the time being 


inopportune for the meeting a postpone. 
ment was ordered The attemiance was 
large and included the fubowing 


€ 


OMPTROLLBR JAMES HH. ECKELS, 


H. Vateott, Joliet; W. Montromers, Pitts- 


burg; Charles E. White, Lincoln, Nebo: Wi- 
tur Ro Smith, Lexington. Ky: G. T. Baker, 
New York; 2. L. Berkhation. Galeahure: J. 
Milne, Phiiadeiphia; Cole, Boston: 
Gerlach, Chester, M. Bolles, New York; 
KR. B. Northrop, Racine, Averill, 
Cedar Rapids: 8. MeCanly, Youngstown, 
Peek, Scranton, W. Deshler, Co- 
Tumbus, Ohio; smith, Wiltinver:; Jobn 
Rexfqrd, Janesv Wis.: A. 
Mitchel, Denver: Charios Mest, Mil- 
waukee: G. Leonard, Syraeese; Spia- 


Corporation, will speak also on Sep- 
tember 7. 

The operating problems of banks will 
hold the center of the stage through the 
second day of the General Convention, 
with addresses by Dr. Harold Stonier, 
Educational Director of the American 
Bankers Association and George V. 
McLaughlin, President of the Brooklyn 
Trust Company, and New York's for- 
mer State Banking Superintendent and 
City Police Commissioner. 


ATIONAL bankers will meet at 
+‘ 9:30 A.M., September 4. Follow- 
ing the call to order by President J. R. 
Cain, Jr., O. Howard Wolfe, Cashier 
of the Philadelphia National Bank, will 
discuss “Interest Rates on Time De- 
posits”. There will be a symposium on 
“Adjusting Loaning and _ Investing 
Policies under the Banking Act of 
1933”, led for country banks by Charles 
F. Zimmerman, president, First Na- 
tional Bank, Huntingdon, Pa., for city 
banks by Marvin E. Holderness, vice- 


|The information in this summary of the 
Convention program was compiled before 
the final details were completed. Last min- 
ute changes and additions, therefore, are 
not included. 
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president, First National Bank in St. 


Louis. 


HE meeting for savings bankers will 
- be held at 2 P.M., September 5, pre- 
sided over by President Gilbert L. 
Daane. O. W. Roosevelt, first vice-presi- 
dent, Dry Dock Savings Bank, New 
York, will speak on “The Significance 
of the Savings Banks Trust Company 
in the Savings Business in New York 
State”. S. N. Whitney of the Chase Na- 
tional Bank, New York, will discuss 
“Does Too Much Savings Hamper Pros- 
perity?” O. C. Lester, vice-president, 
Bowery Savings Bank, New York, will 
deal with the effects of the new legisla- 
tion affecting savings banking. 


A’ 2 P.M. September 6, President 
L. A. Andrew will call to order the 
annual meeting of state bankers. Hon- 
orable A. M. Landon, Governor of 
Kansas, and John J. Driscoll, Jr., presi- 
dent of Driscoll, Millet and Company, 
will be the speakers. 

A round table conference on various 
problems of bank operation will be held 
Monday afternoon, September 4, un- 
der the auspices of the Bank Manage- 
ment Commission. Ronald Ransom, 
Chairman of the Commission, will pre- 
side. The program has been planned to 
include discussion of seven principal 
topics, including the insurance and other 
provisions of the new Banking Act, 
problems of small country banks, things 


MR. STONIER 


to be considered in formulating a bank- 
ing code, concerted action for setting up 
service charge schedules and the degree 
of authority which city and regional 
clearinghouses should have in compel- 
ling banks to adhere to sound economic 
policies. Each one of these subjects will 
be discussed by an authority. 


MR. HOLDERNESS 


RESIDENT R. M. SIMS will open, 

at 2 P.M. September 4, the annual 
meeting of the Trust Division. Joseph 
V. McKee, president of the Title Guar- 
antee & Trust Company, New York, 
will speak on “The Real Estate Mort- 
gage Problem’, and a statement from 
the Comptroller of the Currency of the 
United States will be delivered concern- 
ing “Trust Departments and the Bank 
Holiday”. 


HE annual meeting of the State 

Secretaries Section will convene at 
2 P.M. September 5, President Wall G. 
Coapman presiding. Following his an- 
nual report, there will be five-minute 
committee reports on bank management 
by Theo. P. Cramer, Jr.; banking edu- 
cation by Andrew Miller; insurance 
and protection by George A. Starring; 
legislation by Paul P. Brown and public 
education by C. W. Beerbower. J. W. 
Brislawn, secretary, Washington Bank- 
ers Association, will then lead the forum. 
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101 Years Ago— 


| HARBOR AT CHICAGO.—We.leam fiom 

| the Elon. Joseph Duncan, that a bill has passed the 
| House of Representatives, eppropriating 20,000 
dollars, for constructing abarbor at Chicago. 


Dixxer to Wasutseror Inyine.—It ia 

| known that this distinguished American ‘Writer, 
for many years past, has resided in Europe. Some 
woeks since he returned to Now-York, on which 

| Occasion he was complimented with a public dim 


POSTSCRIPT. 

THE CHOLERA AT CHICAGO!! 

We have undoubted authority for stating 

a@@ie Cholera is at Chicago. “On Thurs- 
day last, two hundred troops arrived at that 
post, from Mackinaw. Soon after their ar- 
rival, the ‘cholera broke out among them, and 
of forty persons attacked, eighteéa died the 
lucxt day. ‘The inhabjtants all evacuatelthe 
town within three houss after the arrival of 
the troops, and had beld no communication 
With them. Should any further important in- 
telligence be received upon this subject be- 
fore the publication of our next paper, we 
shall immegjptely issue a handbill. 


PAY OF THE VOLUNTEERS. 
Twenty one Gents a day}! 
The troops called out in this State in the spring 
0€,3931, to repel an incursion of the 
| hav® recetred their pay---if tho 
| their services can called pay. ‘The 
this county received their pittance ou S@turday and 
Monday last. 


| Tt cannot he coneented that there coneral feel- 


Chicago Harbor 


These excerpts from the Sangamo Jour- 


nal, Springfield, Illinois, June, 1832 


Michigan Avenue Bridge 


EWING GALLOWAY 


FAIRCHILD AERIAL SURVEYS, INC. 


‘The injurious effects of the policy purswéd by 
the present administration are again (o be felt by | 
this State in a most important point. Thebill for | 
the improvement of certaip Aaibors in the United 
States, has aot signed by the President, and, 
in consegu not become alaw. In thiy! 
Lill was ceatained un appropsiation for improving 
the babor at CHIC AGO--an improvement which 
shag long been demanded by the people of thia 
(State und of the West generally. This is the sec- 

nd timo the repre-eutatives of the people have 
decided in favor of that in:portaut improvement, 
and the second time that President Jackson has in- 
'‘terposed his power to prevent the execution of the | 
of the work. It js thus the people of Hlinois are 
requited for WEN to the present adaainis- 
tratiun. 


| Copy of a kitter fram Gen. to 
ernor Reynolds. 

Chicago, July 15, 1832. § 

_ SIR 3 To prevent, or to ‘correct’ the ezaggern 

tions of furnowr, to respect to the existence of the 

Cholera, at this place, { address myself to your ex- 

cellency. Four @aamors werg engaged at Buffalo, 


‘ 
to transport United States troops and muppiies, to | 


Chivago. In the beadmost of these bouts, the 
Sheldon ‘Thompgou, with my staf and four com- | 
| panies, a feet of Col. Eustis’s command, arrived | 
here ov 10th instant; on the 8th all on | 
board wereind igh health and spirits; but the next | 
| morning of undoubted Cholera, presented 
thomscly, "he disease rapidly «pread itself for | 
lays. ‘About 120 persons have been 
oflcas, with it—fifty have died, and 
| forty ure convalescent. ‘The few new cases which 
| have ocurred sjace the 12th, have been of & mild- 


er 

| ‘The whole of the i battalidn is confined 
‘to the limits of Bort » the former girrison 
j (Major Whisdlenand two companies, ) baving be- 
ifure the marched out and encamped at a 
‘ safe distance; 


i Most of wbitanis fled from thig place, on | 
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CO ds Ketel Cina: 


The Chicago 


Clearing House 


It Has Brought the 
City’s Financial Structure 


Through Five Major Panics 


HICAGO’S first banker did not 
C have a bank. He was a fur trader, 

Gurdon S. Hubbard, who had first 
seen the prairies surrounding Fort Dear- 
born in 1818 when as a boy he made 
his way toward a destination still far- 
ther west. Later, having made what was 
a large fortune in those pioneer days, 
he returned to Chicago. He carried large 
balances in the East and had almost 
unlimited credit with bankers there. So 
when a Chicagoan of a century ago 
needed to remit funds to the East, he 
bought one of Hubbard’s bills of ex- 
change on his eastern connections. 
Moreover, with banks not yet on the 
scene, Chicagoans deposited their money 
with Hubbard, who kept it for them and 
paid them either in cash or in eastern 
exchange. 

The city’s first incorporated bank 
was the Chicago branch of the Illinois 
State Bank, established in 1835. John 
Kinzie was its president and Gurdon S. 
Hubbard was one of its directors. The 
bank was never a great success, for its 
facilities were inadequate to serve the 
rapidly growing trade of the booming 
community. By the time it went out of 
business in 1843 a number of private 
bankers had entered the field and were 
doing most of the business. 

The value of cooperation had not yet 
made itself strongly felt by the bankers 
of those days. Banking was a business 
altogether different from the banking of 
today, for the principal source of funds 
and of profit was in the almost unre- 
stricted circulation privilege. Any bank 
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could issue bills—sometimes _ legally, 
sometimes illegally, as the shifting laws 
happened to provide at the moment. 
If the public believed that a bank would 
and could pay off in specie, its notes cir- 
culated at par. If there was some doubt, 
its strength could be measured by the 
discount of its circulation. Those were 
the days of the banking known either 
as wildcat or stump-tail, with much the 
same significance in either term. 

The outstanding figure in Chicago 
banking of 90 years ago was a Scotch- 
man, George Smith. With two compa- 
triots he was doing a substantial and 
profitable private banking business. 
Chicago banknotes were in no high 
reputation, and state restrictions made 
the whole business troublesome. Smith 
induced the Territorial Legislature of 
Wisconsin in 1839 to charter the Wis- 
consin Marine and Fire Insurance Com- 
pany, which subsequently opened for 
business in Milwaukee. The insurance 
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company issued large numbers of notes, 
which it always paid in full. They were 
preferred by Chicagoans to all other 
circulating currency. 

In those times, competition was more 
keen than delicate. A favorite stratagem 
was to accumulate the notes of a rival 
banker until the total was presumably 
greater than he could pay off in specie, 
then present them and break his bank. 
Smith’s success made him the target 
for many such attacks. Finally, after 
he had been harassed repeatedly by his 
competitors, and particularly by J. 
Young Scammon of the Marine Bank 
of Chicago, he met Scammon on the 
street one day. 

“How many circulating notes has 
your bank outstanding, Mr. Scammon?” 
demanded Smith. 

“Exactly $175,000,” 
swered with dignity. 

“Well,” confided Smith, 
where $125,000 of them are.” 


Scammon_ an- 


“T know 
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“Where?” asked Scammon. 

“In my vault,” Smith grimly told 
him. “And if there’s any more trouble 
with you bothering my bank, they'll all 
be presented on the instant. I’d advise 
you to think it over, Mr. Scammon. 
Good day.” 

Thus the first truce was signed. With- 
in a few days a definite agreement had 
been made between Smith and Scam- 
mon. Presently the other local bankers 
joined the agreement. This was in 1851 
and marks the first instance of coopera- 
tive action recorded in Chicago’s bank- 
ing history. After the agreement had 
been in effect for a few months, these 
robust bankers discovered that working 
together really made their business 
pleasanter and safer for them all. 

As long as George Smith remained in 
business, Chicago banking had a stabil- 
ity founded on his integrity and force 
of character. In his way, he was the 
elder J. P. Morgan of the frontier com- 


ie The minutes of the 
first meeting are 
shown at the left. Ly- 
man J. Gage, former 
President of the 
American Bankers 
Association, was 
elected chairman of 
the Clearing House 
Committee 


munity. He never, however, lost his love 
for Scotland. And in 1860, after wind- 
ing up his affairs and shipping dozens 
of packing cases of securities to his 
native Aberdeen, he followed after them, 
revisiting Chicago only once during the 
remainder of his life. 

In 1860 and 1861 came a crisis. IIli- 
nois banks had notes of $12,000,000 cir- 
culating, secured by $14,000,000 of 
United States and state bonds deposited 
with the state treasurer. More than $9,- 
500,000 of these bonds were issued by 
southern states. When the South seceded 
from the Union, the bottom came out of 
the tub. Banknotes lost most of their 
value. Every bank and important com- 
mercial house had to issue a daily list of 
the discount at which each type of bill 
would be received, varying from 20 
per cent to par, with every list differing 
from every other. Stark confusion re- 
sulted. Finally the bankers and busi- 
ness men got together under the aus- 


a On March 3, 1865, there gath- 


ered in the Sherman House the 


city’s most prominent bankers 


pices of the Board of Trade and agreed 
to issue a joint list by which all would 
be governed. This was perhaps the first 
formal cooperation of the city’s finan- 
cial institutions. 

In November, 1861, Illinois had 110 
solvent banks and 11 suspended banks. 
One year later 22 were solvent, 93 were 
suspended or in process of closing busi- 
ness. The 1862 loss to the community 
reached the then stupendous sum of 
$3,000,000. But the community in the 
long run gained, for in this way ended 
wildcat banking. On May 16, 1864, 
Chicago’s bankers united in announcing 
that they would handle at par only cur- 
rency of recognized soundness. 

In the list of banks and bankers 
operating through these troubled years 
are found names still prominent in the 
city’s financial district. Forerunners of 
the First National Bank and of the 
Continental Illinois were doing business 
in early Civil War days. Solomon A. 
Smith, grandfather of the Northern 
Trust’s president of the same name, 
was then in the Merchants Savings 
Loan and Trust Company. 

On March 3, 1865, there gathered in 
the Sherman House the city’s most 
prominent bankers, representing prac- 
tically every institution. They met to 
organize a clearinghouse similar to 
those established a few years earlier in 
New York and some other eastern cities. 
A month and three days later the Chi- 
cago Clearing House cleared its first 
day’s business, a total of $913,000. 
There were 19 original members, only 
one of which, the First National Bank, 
remains in business under the name 
then in use. 

Of the organizers of the Chicago 
Clearing House, three were present a 
decade later when there assembled in 
the Town Hall of Saratoga, New York, 
the first meeting of the American Bank- 
ers Association at 10 A.M., July 20, 
1875. These were G. A. Ives, Lyman 
J. Gage, and George Schneider. It is a 
safe assumption that the lessons they 
had learned of the value of teamwork 
in a strictly local field led them to 
recognize that even greater advantages 
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awaited them in national cooperation. 

The first chairman of the Clearing 
House Committee was Lyman J. Gage, 
then president of the Merchants Sav- 
ings Loan and Trust Company, who 
was soon to go to the First National 


Bank, and who 30 years later was to 
serve as Secretary of the Treasury. He 
was elected manager of the Chicago 
Clearing House at its first meeting, at 
a salary of $3,000 a year, but he never 
served. Instead, he resigned a few 
days later in favor of G. A. Ives. Al- 
most continuously from 1865 until he 
entered the cabinet in 1897, Mr. Gage 
served the Chicago Clearing House 
either as president, vice-president or as 
a member of the Clearing House Com- 
mittee. He was nine times chairman of 
the committee. 

Almost from the beginning, the Chi- 
cago Clearing House Association exer- 
cised a considerable discrimination in 
admitting institutions to membership. 
Two days after the opening in 1865, 
two private banks’ applications for 
memberships were declined. After the 
financial troubles that followed the 
Chicago fire of 1871 and the Panic of 
1873, the Association increased the 
minimum requirement for admission 
to a paid-up capital stock of $250,000. 
Within two years the Comptroller of 
the Currency was officially requested 
by the Association to instruct his ex- 
aminers to report any member whose 
capital he found impaired. 

The Chicago fire started on October 
9, 1871, a Sunday night when wassail 
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The Clearing House Committee in 1907. From the left the members are 
Orson Smith, John J. Mitchell, E. A. Hamill, James B. Forgan, George M. 
Reynolds and Byron L. Smith 


on a West Side street sent a reveler to 
the barn to get more milk for milk 
punch in much the same spirit as mod- 
ern revelers set out after more ginger 
ale. The lantern by which the cow was 
being milked was knocked over, and the 
city burned clean in the track of a 
strong southwest wind. As an historical 
point, the cow belonged to a Mrs. 
O'Leary. 

Immediately before the fire there 
were 19 national and 9 state or private 
banks, with aggregate capital of $13,- 
500,000. Three days later, on Wednes- 
day, with many banks’ ruins still smok- 
ing, the principal bankers met and 
tacitly resolved immediate resumption 
of business. Before the close of that 
day, 12 banks had secured temporary 
quarters—many of them in the homes 
of their officers on the “Gold Coast” 
along South Michigan and Wabash 
Avenues at about the present location 
of the Blackstone and Stevens Hotels. 
On Thursday they definitely agreed to 
pay 15 per cent to depositors, to avoid 
a general run, and up to $20 to savings 
depositors. On the following Tuesday 
most of the banks resumed unrestricted 
payments, and since capital flowed into 
Chicago from alert speculators there 
was an actual surplus of loanable funds 


for several months thereafter. The re- 
building boom gave business a great 
impetus, and by the end of 1872 the 
city had 21 national banks, 8 state 
banks and 18 savings banks. 

The panic of 1873 brought up one 
troublesome question, that of clearing- 
house certificates. Several eastern cities 
had resorted to them, and the Chicago 
Clearing House brought the question 
to debate on September 26, 1873. The 
argument persisted until 2 in the morn- 
ing, with a clear numerical majority in 
favor of issuing certificates. But Lyman 
J. Gage, George Schneider, Chauncey 
Blair, George Sturges and Solomon 
A. Smith blocked the move as some- 
thing akin to repudiation of their obli- 
gations. They heatedly declared that, 
no matter what others might do, they 
would continue to meet all demands in 
cash as long as the cash held out. Since 
they represented some of the most sub- 
stantial banks of the city, and since 
they were the cream of the city’s most 
conservative bankers, they won their 
point. And thus Chicago earned itself 
an enviable record of having withstood 
stress to which older financial centers 
had been forced to yield. 

Again in 1893 the Clearing House 
took a firm stand against issuing cer- 
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tificates such as were in general circu- 
lation in other cities. Meanwhile, in 
1882, the association had obtained a 
new corporate charter, and among the 
incorporators are found several names 
of another generation of bankers, in- 
cluding Byron L. Smith and Chauncey 
J. Blair. 

Byron L. Smith, son of Solomon A. 
Smith, urged upon the Clearing House 
Committee early in 1901 that the asso- 
ciation employ an examiner to make 
detailed examinations of the affairs of 
members and those clearing through 
members, whenever such an examina- 
tion might be deemed advisable. The 
suggestion was revolutionary, some- 
thing that no clearinghouse had yet 
attempted. It met little favor, and was 
overwhelmingly lost. Mr. Smith con- 
tinued to agitate the idea, however, as 
essential to the welfare of Chicago’s 
banks. 

Circumstances arose five years later 
to vindicate this idea. One of the city’s 
most respected citizens was John R. 
Walsh, who controlled one national 
bank and two state banks. In December 
of 1905 leading bankers became aware 
that the Walsh banks were in bad shape, 
with capital seriously impaired. A 
Clearing House meeting was called to 
order late one night, with representa- 
tives present from practically every 
member bank. The meeting soon de- 
cided that to avoid runs and loss of 
confidence in the city’s banks, loss to 
depositors must be avoided. The Clear- 
ing House banks purchased the assets 
of the three Walsh banks on guaranties 
from the directors, put officers of Clear- 


KEYSTONE 


Mr. Melvin A. Traylor is chairman of 
the Clearing House Committee 


ing House banks on their boards and 
official staffs and wound up their affairs 
after immediately guaranteeing all de- 
positors against loss. The undertaking 
cost the Clearing House banks a good 
deal of money. 

Almost immediately the Chicago 
Clearing House adopted the idea that 
Byron L. Smith had been unsuccess- 
fully pushing for five years. It estab- 
lished a Bureau of Examination and 
directed the employment of a competent 
examiner who should in turn employ 
ample assistants to make frequent and 
careful examinations of all member and 
affiliated member banks. James B. 
Forgan, then chairman of the Clearing 
House Committee and president of The 
First National Bank, and Ernest A. 
Hamill, president of the Corn Exchange 
National Bank, met in New York a 
national bank examiner named James 
B. McDougal. They liked his looks, 
investigated him and recommended him 
to the committee. Presently he became 
chief examiner of the Chicago Clearing 
House. In this position he remained 
until 1914, when he resigned to become 
governor of the Federal Reserve Bank 
of Chicago, the position he still holds. 
As chief examiner Mr. McDougal 
quickly established the Clearing House 
examinations as the standard of thor- 
oughness in the district—a standard to 
which any Chicago banker will tell you 
they have ever since been held. Present- 
ly the idea of clearinghouse examina- 
tions spread to the clearinghouses of the 
entire country, until today such exam- 
inations are a standard clearinghouse 
function. 


AND TWICE MORE 


THE record of no losses through closed 
member banks has been maintained 
through two major crises since the 
Walsh crash. The first of these came 
with the serious involvement of the 
Fort Dearborn National Bank and the 
Fort Dearborn Trust and Savings Bank, 
which were found to be badly impaired 
on December 31, 1921. Over the New 
Year holiday the Clearing House banks 
met, approved the sale of the Fort 
Dearborn banks to the Continental and 
Commercial banks, the Clearing House 
banks depositing $2,500,000 in the Fort 
Dearborn banks and accepting two-year 
deferred certificates of deposit for their 
money. The certificates were paid in full 
on the date they fell due. If the banks 
had been permitted to fail there would 
have ensued a major crisis. 

The second great failure averted by 
Clearing House cooperation was that of 
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Mr. Frank R. Elliott is president of the 
Chicago Clearing House Association 


the Foreman banks, in June of 1931. 
When word of the difficulty came to the 
attention of the Clearing House Com- 
mittee, its entire corps of examiners 
was thrown into the Foreman banks 
on Saturday afternoon, along with sev- 
eral hundred experienced clerks from 
other Loop banks. By early Monday 
morning the condition of the Foreman 
banks had been determined, and at the 
opening hour for business that day all 
deposit liabilities of the Foreman banks 
were assumed by the First National 
Bank and its affiliated trust company. 

Significant of the stability of man- 
agement of the Chicago Clearing House 
has been the infrequent change of per- 
sonnel in the Clearing House Committee 
and in the office of chief examiner. Since 
1882 the Clearing House Committee has 
had but five chairmen: Lyman J. Gage, 
I. G. Lombard, James B. Forgan, 
George M. Reynolds and Melvin A. 
Traylor. Membership on the Committee 
has been practically a life tenure, with 
changes coming only through retirement 
or death. The present membership of 
the Clearing House Committee includes, 
besides Mr. Traylor, Solomon A. Smith, 
Howard W. Fenton, Philip R. Clarke 
and James R. Leavell. Frank R. 
Elliott is president of the Association. 
Since 1906 the Association has had but 
three chief examiners, the present one 
being Howard M. Sims. 
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Chicago’s Correspondent Area 
Is the United States 


XACTLY as it is a national cen- 

ter of trade and industry, Chicago 

occupies a national position as a 
center of banking. Within the city are 
banks ranging in size from small neigh- 
borhood institutions to some of the 
largest banks in the United States, do- 
ing business on a nationwide scale. 

To attempt to discuss all of these as 
individual banks would require either a 
volume or else extremely perfunctory 
comment. From the standpoint of the 
bankers who gather at Chicago for the 
1933 convention of the American 
Bankers Association it seems better to 
give more detailed information about 
those Chicago banks which do the bulk 
of the city’s correspondent business, for 
it is with these that the out-of-town 
banker is more directly concerned. 

Approximately 6,000 deposits to the 
credit of out-of-town banks are car- 
ried by the seven Chicago banks which 
have a large correspondent business. 
Every state of the United States is 
represented, with the heaviest represen- 
tation of course from the Middlewest. 
Country banks of three states, Illinois, 
Iowa and Wisconsin, total almost 3,- 
000 of the correspondent accounts in 
Chicago. But in the list of states with 
more than 100 accounts each in Chi- 
cago banks are found California and 
Texas as well as the nearer states of 
Indiana, Michigan, Minnesota, Mis- 
souri, Nebraska, South Dakota and 
Ohio. 

Chicago’s importance as a financial 
center originally developed parallel 
with its growth as a marketing center 
for major commodities. Even though 
the years have seen a shift in the physi- 
cal trade routes so that some commodi- 
ties which once passed through the city 
now follow other traffic lanes, the fi- 
nancial set-up plainly shows the original 
pattern. Grain, livestock and lumber 
were the principal commodities which 
built up the early Chicago. Their fi- 
nancing is still an important phase of 
local banking. The city early became 
the world’s greatest railroad center, a 
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6,005 Banks in Every State and 


EWING GALLOWAY 


Many 


Foreign Centers Keep Chicago Balances 


distinction which it has never yielded. 
It is also the commercial capital of the 
mail-order business, of farm machinery, 
of railroad supplies and of men’s cloth- 
ing. It is a major marketing point for 
coal, oil, steel, cement, and for many 
another basic commodity. All of these 
goods are at the base of Chicago's fi- 
nancial importance. In clearing them 
and the other products of nature and 
industry from producer to consumer the 
Chicago banks cooperate with banks 
and industry in this whole great terri- 
tory. 

The seven banks which do a large 
correspondent business are, in order of 
volume of total deposits, the Con- 
tinental Illinois National Bank and 
Trust Company, the First National 
Bank, the Northern Trust Company, 
Harris Trust and Savings Bank, City 
National Bank and Trust Company, 
Drovers National Bank and the Live 
Stock National Bank. 

The Continental Illinois National 
Bank and Trust Company, fifth in point 
of size among the banks of the United 
States, had deposits on June 30, 1933, 
of over $632,000,000 and a capital 
structure of more than $100,000,000. It 
is primarily a commercial bank, al- 
though it has a very large trust business 
and a substantial total of savings de- 
posits. Its commercial banking depart- 
ment does a national business, with ac- 
counts from leading industries and 
with bank correspondents in every state 
of the Union as well as in many foreign 
countries. 

The Continental Illinois changed its 
status from a state to a national bank 


in October, 1932. The state bank came 
into existence in 1929 by the union of 
the Continental National Bank and 
Trust Company, and the Illinois Mer- 
chants Trust Company. Each of the 
uniting institutions was itself the re- 
sult of previous mergers, consolidations 
and purchases. If one traces the an- 
cestries of the present bank, it goes 
back on the one side to the Merchants 
Savings Loan and Trust Company, 
founded in 1857, and on the other side 
to the Merchants Association, founded 
in 1861. Coming down from those early 
beginnings and listing each bank which 
has gone to make up the present in- 
stitution, one finds—ignoring all changes 
of name which did not involve actual 
additions of new institutions—that the 
roll reaches the imposing total of 25 
component banks. 

Some of the men, prominent in 
Chicago banking and known nationally, 
who have been associated with the in- 
stitution are John J. Mitchell, Edmund 
D. Hulbert, Ernest A. Hamill, George 
M. Reynolds and Arthur Reynolds. 
James R. Leavell is now president of 
the institution. 

The First National Bank of Chicago 
was organized in 1863, among the first 
group of banks which applied for char- 
ters immediately upon passage of the 
National Bank Act. Its charter was 
signed by the Comptroller of the Cur- 
rency in June, along with all the other 
charters which had been applied for 
and granted prior to this time. Out of 
this lottery it drew Charter Number 
Eight, and the bank was opened for 
regular operation on July 1, 1863. 
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Deposits of the First National Bank 
on the June 30, 1933, call totalled $563,- 
000,000. Of these, $105,000,000 were 
savings, the largest volume of savings 
funds in Chicago. At this date capital, 
surplus and undivided profits were 
$43,500,000. In July the affiliated First 
Union Trust and Savings Bank was 
merged with the First National. 

From the time of its founding until 
recent years, the history of the First 
National shows only two consolidations, 
when comparatively small institutions 
were absorbed in 1900 and 1902. In 
1929 the Union Trust Company merged 
with the First National Bank and its 
affiliated First Trust and Savings Bank. 
In 1932 the First National took over 
the Foreman banks to save a bad situa- 
tion without loss to the depositors. The 
First National has a claim to fame as 
the first bank in which the divisional 
form of organization was used. 

Several men of national stature have 
been identified with this bank—-Samuel 
M. Nickerson, Lyman J. Gage, James 
B. Forgan. Frank O. Wetmore suc- 
ceeded Mr. Forgan as president, later 
becoming chairman. Frederick H. Raw- 
son is chairman of the First National 
Bank of Chicago, Melvin A. Traylor is 
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president and Craig B. Hazelwood, also 
a former President of the American 
Bankers Association, is one of the senior 
vice-presidents. 

The Northern Trust Company was 
founded by Byron L. Smith in 1889 to 
do a trust business. For many years, 
however, it has offered a complete ser- 
vice in commercial banking, as well as 
its extensive trust business, United 
States and municipal bond department 
and savings department. Byron L. 
Smith was the son of Solomon A. Smith, 
president of the Merchants Loan and 
Trust Company; on his death he was 
succeeded by his son, Solomon A. Smith, 
who is president of the institution—thus 
the third president of a major Chicago 
bank in three generations. Fred A. 
Cuscaden is senior vice-president of the 
banking department. 

From its inception this bank has 
shown a steady growth—entirely within 
itself, without consolidation with any 
other institution. In 1929 its deposits 
were about $60,000,000. Its deposits 
on June 30, 1933, were $173,000,000, 
of which $54,000,000 were time de- 
posits. Capital, surplus and undivided 
profits exceed $11,000,000. The North- 
ern Trust is unique among other Loop 


The map below shows the number of correspondents of Chicago banks in 
the various states. While almost half of the total number are in the states of 
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Illinois, Iowa and Wisconsin, the remainder are well distributed 
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banks in occupying an entire building 
devoted exclusively to its own services. 

The Harris Trust and Savings Bank 
was organized as N. W. Harris and 
Company in 1882, and became an in- 
corporated bank in 1907. Its start was 
as an investment banking house, and 
its bond department has always been 
one of the largest investment banking 
units in the United States. 

This bank has shown a large growth 
since 1929, having $121,000,000 de- 
posits on June 30, 1933, as compared 
with $86,000,000 four years before. Its 
capital, surplus and undivided profits 
exceed $13,000,000. The Harris Trust 
has never been involved in any merger. 
Albert W. Harris, son of the founder, 
is chairman, Howard W. Fenton is 
president and Frank R. Elliott is senior 
vice-president of the banking depart- 
ment. 

The City National Bank and Trust 
Company was organized in October, 
1932, assuming the deposit liabilities of 
the Central Republic Bank and Trust 
Company. It has deposits of about $80,- 
000,000 and capital and surplus of 
$5,000,000. Charles G. Dawes is chair- 
man and Philip R. Clarke, president. 
The principal departments of the City 
National Bank are commercial, trust 
and savings. 

Besides the five large Loop banks, 
two banks at the Stock Yards do a 
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large correspondent business which is 
confined almost entirely to banks in the 
live stock raising districts. Of these, one 
unit is the Drovers Banks, composed of 
the Drovers National Bank and the 
Drovers Trust and Savings Bank. The 
latter is unique in this territory in that 
it is exclusively a savings bank, with 
deposits totalling about $5,000,000. The 
Drovers National Bank was originally 
concerned almost solely with stock yards 
and live stock business, and this still 
comprises its greatest single unit of 
business. With the shrinkage of the 
total number of Chicago banks from 
222 in 1929 to a fifth of that number in 
1933, however, a large volume of gen- 
eral commercial and industrial business 
has come to the Drovers, not only from 
the immediate neighborhood but also 
from the entire South Side and even 
from other districts, some even coming 
from the bankless districts of other 
Middlewestern states. The Drovers 


Banks had total deposits of more than 
$18,000,000 on June 30, 1933, and a 
capital structure of $2,400,000. William 
C. Cummings is president of both banks. 

The Live Stock National Bank of 
Chicago was organized in 1868 as The 
Union Stock Yards National Bank. Its 
first president was Samuel M. Nicker- 
son, better known in banking history 
as president of The First National 
Bank of Chicago. Among its former 
presidents are included W. A. Heath 
and Melvin A. Traylor. At the expira- 
tion of successive charter periods the 
corporate name evolved through sev- 
eral changes to the present name, taken 
on April 5, 1933. 

The principal emphasis of the bank 
has been on assisting the live stock in- 
dustry in every possible financial way. 
Its deposits on June 30, 1933, were 
$6,000,000 and its capital, surplus and 
undivided profits exceeded $1,500,000. 
David H. Reimers is president. 


THE REASON—Chicago’s importance as a correspondent banking center is a 
natural result of the city’s location at the agricultural and transportational heart 
of the country. Below, stock yards. Right, railroad yards 
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the Agricultural Commission 
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Chicago Tonight 


CABLE-CAR SMASH UP. 


Most Remarkable Wreck at Fifth 
Avenue and Washington. 


are 4a 
‘NO ONE IS SERIOUSLY HURT. 


Four Trains Tangled tn an Inextri-, 


te 
cable Mase and Piled tn Air - 
How It Al Happened. 


“Most Remarkable Wreck”—item 

from the Chicago Evening Post, 

Oct. 19, 1893, the last day of the 
28th Convention 


Corner of State and Madison, 1908, 
at the time of the 35th Convention 
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Styles at Saratoga in 1875, the place and 
year of the first Association meeting 


Fair, Chicago, 1933 


Fair, Chicago, 1893 
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Chicago’s skyline 


Skyline, 1909, when the 
Association met in Chicago 
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Events and 


Information 


“Safe Farm Credit” 


ASED on months of thorough research 

and with the cooperation of the heads 
of agricultural colleges representative of 
the best authority on the subject, the Agri- 
cultural Commission of the American 
Bankers Association has prepared this im- 
portant new work. It sets up danger signals 
to be observed in the extension of farm 
credit, points out ways in which bankers, 
farmers and agricultural college representa- 
tives can be mutually helpful, discusses bet- 
ter farm practice and better business man- 
agement for farmers, suggests practical 
measures for reducing farm losses and deals 
with intelligent marketing. 

Copies may be secured from Dan H. 
Otis, Director, Agricultural Commission, 
American Bankers Association, Madison, 
Wisconsin. The price is $1. 


Trust Meeting 


HE Eleventh Regional Trust Confer- 
ence of the Pacific Coast and Rocky 
Mountain states will be held in San Fran- 
cisco, California, on October 26 and 27, it is 
announced by R. M. Sims, President of the 
Trust Division and vice-president of the 
American Trust Company, San Francisco. 
The St. Francis Hotel will be headquarters. 
Mr. Frank H. Lougher, Trust Officer, 
Anglo California National Bank, San 
Francisco, is general chairman of the con- 
ference committee. 


MR. RANSOM 
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MEMBER 


WE DO OUR PART 


CODE OF FAIR COMPETITION 
OF THE 
BANKERS OF THE UNITED STATES 


The declared purpose of this Code is to effectuate the policy of Title 1 of the National Indus- 


trial Recovery Act during the period of emergency. 


DEFINITION 
The American Bankers Association affirms that it imposes no inequitable restrictions on its 
membership, and participation in its activities, and it is truly representative as a National Associa- 
tion consisting of National, State, savings, mutual and stock banks, trust companies and invest- 


ment bankers. 
1, LABOR PROVISIONS 


As required by Section 7 (a) of Title 1 of the National Industrial Recovery Act, the follow- 


ing provisions are conditions of this Code: 


1. Employees shall have the right to organize and bargain collectively through repre- 
sentatives of their own choosing, and shall be free from the interference, restraint, or coercion 
of employers of labor, or their agents, in the designation of such representatives or in self- 
organization or in other concerted activities for the purpose of collective bargaining or other 


mutual aid or protection ; 


2. No émployee and no one seeking employment shall be required as a condition of 
employment to join any company union or to refrain from joining, organizing, or assisting a 


labor organization of his own choosing; and 


3. Employers shall comply with the maximum hours of labor, minimum rates of pay, 
and other conditions of employment, approved or prescribed by the President. 


2. CHILD LABOR 


After August 31, 1933, no person under 16 years of age shall be employed, except that per- 
sons between 14 and 16 years of age may be employed, for not to exceed 3 hours per day and 
those hours between 7 a. m. and 7 p. m. in such work as will not interfere with hours of day 


school. 


3. HOURS OF EMPLOYMENT 


(A) No banking’ employee shall work in any bank for more than 40 hours in any one week 
on an average of a 5-week period (such average being necessary owing to the periodic settlements, 
payments or emergencies in serving the public, over all of which the bank has no control). The 
hours of any banking operations shall not be reduced below the hours now obtaining in each indi- 


vidual bank. 


(B) This provision for working hours shall not apply to guards and watchmen employed to 
safeguard the assets of the bank who cannot be shifted or changed during the night period. 

(C) The maximum hours fixed in the foregoing paragraphs shall not apply to employees in 
banking establishments employing less than two persons in towns of less than 2,500 population, 
which towns are not part of a larger trade area; nor to employees in a managerial or executive 
capacity or in any other capacity of distinction or sole responsibility who now receive more than 
$35 per week. Population for the purposes of this agreement shall be determined by reference to 


the 1930 federal census. 


4 WAGES 
No.employee shall be paid: 


(A) Less than $15.00 per week in any city of over 500,000 population, or in the immediate 


trade area of such city; 


(B) Less than $14.50 per week in any city between 250,000 and 500,000 population, or in the 


immediate trade area of such city; 


(C) Less than $14.00 per week in any city between 2,500 and 250,000 population or in the 


immediate trade area of such city, and 


(D) In towns of less than 2,500 population all wages shall be increased by not less than 20 
per cent, provided that this shall not require wages in excess of $12.00, 


5. ADMINISTRATION 


Such of the provisions of this Code as are not required to be included therein by the National 
Industrial Recovery Act may, with the approval of the President, be modified or eliminated as 
changes in circumstances or experience may indicate. 


This Code shall become effective when approved. 


Code 


ATE in July, the banks of the country 
received copies of the voluntary agree- 
ment forwarded by the President of the 
United States to every employer of labor 
in the country, covering minimum wages 
and maximum hours. 

In response to hundreds of inquiries 
from member banks, negotiations were im- 
mediately started by representatives of the 
Association with General Johnson of the 
National Recovery Administration, and 
with the assistance of Governor Eugene 
R. Black of the Federal Reserve Board, to 


secure certain modifications in the code. 

These negotiations resulted in the agree- 
ment reproduced on this page. 

Member banks were also notified that 
the Administrative Committee of the As- 
sociation had filed with President Roose- 
velt a declaration of its intention to for- 
mulate a code of fair competition under 
the NRA and would appoint a committee 
to work out possible modifications for pres- 
entation to the Annual Convention of the 
Association in Chicago, September 4 to 7. 

Ronald Ransom, vice-president, Fulton 
National Bank, Atlanta, Georgia, was ap- 
pointed chairman of this Committee. 


U.S. 
= 
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Has YOUR BANK 


CONSTRUCTIVE 


whe the Pa 


The requests already 
received for this material 
from hundreds of banks 
afford evidence of the 
widespread interest in 
better customer relations. 


CUSTOMER RELATIONS 


sent for this 
material? 


It is available without charge 
to each member bank of the 


American Bankers Association 


H UNDREDS of banks are planning to hold staff discussions 
as outlined in the material now made available to your bank 

through the Public Education Commission of the American Bank- 
ers Association. 

If your bank has not requested the book on ‘Constructive 
Customer Relations” it should do so today. 

Prepared by experienced bank officers this is a most practical 
guide to better understanding between your bank and its cus- 
tomers. 


The book and conference material for use of the officer who 


leads the staff discussions are now ready for distribution. It is only 


necessary to write the American Bankers Association to have 


“Constructive Customer Relations” sent to you promptly. 


Address—Dr. Harold Stonier, Educational Director, American 


Bankers Association, 22 East 40th Street, New Y ork City 
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Opinions on the New Banking Act 


On this page are outlines of the 
eight states that have tried to guar- 
antee bank deposits. The figures in 
each case are the deficits suffered 
as a result of this experiment 


Voluntarily can- 
celledin Washing- 
ton after a $9,000,- 
000 bank failure 


of banks. They favor state banks as best 
suited to the needs of sparsely settled 
country like the Dakotas. 

In Iowa, also, opposition to the law 
is based largely upon the idea of pre- 
serving the small state bank from ex- 
tinction. The position of the bankers of 
the state as a whole is summed up in a 
statement by B. F. Kauffman, president 
of the Bankers Trust Company of Des 
Moines and president of the Iowa 
Bankers Association. Mr. Kauffman 
says: 

“The bankers of Iowa generally are 
expressing themselves as vigorously op- 
posed to those provisions of the Banking 
Act of 1933 which tend to discriminate 
against the small, sound, unit bank: 
namely, the requirements to come under 
the insurance provision as to capitali- 
zation, and the differentiation 
of capital required between 
the new state banks and state 
banks existing prior to the 
passage of the Act. Further, 
there is quite general op- 
position to the entire insur- 
ance provision, but if there must be 
an insurance provision I believe the 
bankers generally would favor a maxi- 
mum of $2,500. Above all, it is the 
almost unanimous opinion expressed in 
Iowa that the small unit bank and the 
state bank system must be preserved.” 

In Illinois there is some division of 
sentiment between the metropolitan 
bankers in Chicago and_ the country 
bankers _down-state. Chicago bankers 
oppose many of the general provisions 


are united in opposition to the insur- 
ance scheme—the Chicago bankers be- 
cause they are afraid it means loss for 
them, the country bankers because they 


(CONTINUED FROM PAGE 23) 


fear the elimination of the small bank. 

There is a similar feeling in Minne- 
sota with respect to the small state 
banks, and there is general opposition to 
the insurance sections of the Act, both 
from large and small institutions. The 


larger institutions are bitterly opposed 


to the insurance plan because of the 


expectation that they will be called upon 
to make liberal contributions to make 
good the losses in small banks. The 
latter feel that the Act will result in 
their passing out of the picture, since a 
large proportion of these state banks 
have capital of less than $25,000 and 
claim that their communities will not 
support banks with larger capital struc- 
tures. 

There has been a rather notable 


change of sentiment among the bankers 
of Michigan within the past year, which 
perhaps is easily explained by banking 
developments in that staté>-For many 
years the Michigan Bankers Associa- 
tion has opposed any guaranty of bank 
deposits upon the grounds usually 
urged, but as a result of the experience 
of depositors in that state in connection 
with the banking holiday the demand 
from the public for a guaranty of de- 
posits has become so insistent that bank- 
ers now believe that without such guar- 
anty there can be no return of public 
confidence in the ~staté’s banking in- 
stitutions. 

~ To some extent there is similar senti- 
ment in Ohio. Bankers generally are in 
favor Of membership in the Reserve and 
all that it implies under the new law, 
although there is much _ uncertainty 
among the smaller banks as to just what 
will be required of them and whether 
or not they can meet the test when 
the time comes. 

Missouri bankers, as represented in 
their annual convention in St. Louis, 
are ready to accept a somewhat more 
unified system of banking but believe 
that it can be best reached by maintain- 
ing the state and national bank systems 
and centralizing control in the Federal 


Reserve. Accordingly they are officially 
on record as more or less in favor of 
the new order of things. St. Louis and 
Kansas City banks as a rule, however, 
are opposed to the deposit guaranty 
system and the small state banks are 
fearful of the effect of the new system 
upon their own futures. 


FEAR for the future of the small state 
bank runs through practicatty—alt com- 
ment from the southern states, 
but in many of them sentiment 
among bankers has not been 
crystallized. Tennessee bankers 
have been (CONTINUED ON PAGE 52) 


South 
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Ir You have any Responsibility 
for Your Bank’s 


... send today for 


this new portfolio 


PERATING costs areunder fire. 

If they’re part of your business, 

you mustbeinformed onevery proved 
method of reducing them. You will 
want this new Recordak Portfolio. 
It points the way to bookkeeping 
department savings of 3314% in la- 
bor, 40% in machines, 50% in sta- 
tionery and 90@ in storage and filing 
costs. Alsoa method of cutting transit 
department costs 40% is explained. 


Immediate net savings 


None of these methods requires one 
cent of capital expenditure. 

In addition, the new portfolio 
shows you how Recordak makes 
canceled check fraud practically im- 
possible... protects bank and cus- 
tomer against many other costly and 
embarrassing fraud situations. 

Recordak is not only for large 
banks. The new unified Recordak 
plan for community banks has met 
with great success. A special section 
of the portfolio gives full details. 

Certainly you will want a copy of 
this unusual piece of bank literature. 
Six sections with file cover. Fully 
illustrated. And free on request. The 
coupon deserves your immediate at- 
tention, Mail it today. 


RECORDAK CORPORATION, 
Subsidiary of Eastman Kodak Company, 
350 Madison Avenue, New York City. 


Please send New Recordak Portfolio to ; 
Bank. 


SUBSIDIARY OF EASTMAN Street 
KODAK COMPANY City 
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(CONTINUED FROM PAGE 50) 
engaged in a struggle to underwrite a 
new state loan and seem to have given 
their relations to national authority 
very little thought. Oklahoma bankers, 
generally, are opposed to the new Act. 
They say frankly they do not like it asa 
whole and think it ought to be repealed. 

In Arkansas there is widespread 
opposition to the new law as it may 
affect the small state banks. There are 
now only 253 banks doing business in 
the state. Fifty of these are national 
banks and 12 are state member banks, 
leaving 191, or about three-fourths of 
the banks, in a position where they feel 
they must get in out of the wet or be 
drowned. The larger of these banks can 
qualify under the insurance features of 
the new law but scores of them cannot 
do so under present capitalization, and 
they say that the raising of bank capital 
under the double liability provisions of 
the state law and present business con- 
ditions is all but impossible. 


WAIT TO FIND OUT 


IN Mississippi and Louisiana few 
bankers have much to say on the sub- 
ject. A Mississippi banker thinks his 
colleagues are “still too much in the 
woods to know what it is all about” 
and that they have not yet had time to 
digest the full meaning of the law. 
Louisiana bankers were much opposed 
to the original provisions of the Glass 
bill permitting branch banking, but since 
such provisions in the final Act were 
materially restricted they have been dis- 
posed to accept it without opposition. In 
this state also there is uncertainty and 
fear as to the future of the state banks. 
Texas bankers, as a rule, express 
themselves as doubtful of many pro- 
visions of the new law; they think its 
provisions were not necessary in the 
case of the banks in their state; they do 
not like branch banking; they do not 
favor a unified national system of bank- 
ing; they are opposed to the insurance 
of deposits; they oppose further con- 
centration of power in the Federal Re- 
serve—in short, they do not like it. 
Texas bankers are more concerned with 
the guaranty of deposits than any other 
feature of the Act. They have had their 
fingers burned. They tried a deposit 
guaranty plan from 1909 to 1925 and 
it cost the solvent banks of the state 
about $16,000,000. It worked until the 
pinch came and as a result they feel 
that no scheme of the sort can be suc- 
cessful for more than a short period. 
Georgia bankers are strenuously op- 
posed to the deposit insurance plan and 
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are considering an open campaign 
against putting it into operation. Most 
other features of the Act are accepted 
without much question. 

Virginia bankers are put in an em- 
barrassing position between loyalty to 
the senior Senator from that state, who 
is the author of the new Act, and their 
own interests, especially with respect to 
the deposit insurance plan. As a result 
they seem to have adopted the policy 
of Senator Glass himself in this regard. 
In a report to the state bankers associa- 
tion at its meeting at Hot Springs in 
June, that organization’s committee on 
Federal legislation indicates much of 
the inside working of the Senatorial as 
well as the Virginia banker mind in 
bank legislation when it said: 

“Our efforts to have the insurance 
plan eliminated or at least confined to 
a temporary guaranty of deposits of 
limited size during the continuance of 
the present emergency were unsuccess- 
ful. . . . Senator Glass has always been 
fundamentally opposed to any plan for 
the guaranty of bank deposits but the 
public demand was such that it was im- 
possible to eliminate this provision from 
the bill. As a temporary expedient it 
may be desirable. As a permanent part 
of the banking structure of the country, 
however, it contains many elements of 
danger, and it is to be hoped that the 
need for it may have so completely dis- 
appeared by the time that Congress 
meets in January, 1934, that it may 
prove possible to modify materially or 
eliminate entirely the permanent in- 
surance plan.” 

West Virginia also presents the prob- 
lem of the small state bank. There are 
no really large banks in the state, the 
largest institution having deposits of 
about $14,000,000. The rest are small 
and two out of three are state banks, 
most of which may be pinched in new 
Federal Reserve requirements. A bank- 
er in a position to know states that so 
far as can be ascertained every bank 
in the state with deposits of from a mil- 
lion and a half to two millions of dol- 


1933 


lars and up is opposed to the new law, 
especially the insurance of deposits. 

Maryland bankers went on record 
against the deposit insurance system 
before it was enacted. Since the passage 
of the measure they seem disposed to 
accept it as inevitable. There is consider- 
able opposition in Baltimore to the in- 
crease in the power of the Federal Re- 
serve banks in the control of credit. 
Maryland country bankers are opposed 
to any unified banking system, but the 
present disposition seems to be to accept 
the new measure as it is and give it a 
trial. 


THE new Act seems to have very few 
friends among bankers in the eastern 
states. The East, in fact, throws 
off all responsibility for the 
measure. This is generally true 
in Pennsylvania, New Jersey, 
New York and New England. A few 
examples will indicate the trend of 
opinion: 

New York state bankers have put 
their particular objections in the form 
of resolutions passed at their annual 
convention, June 27. Discussing the 
Glass-Steagall Act the resolutions said: 

“We recognize that these changes are 
the result of a demand on the part of 
the public and that the desire of the 
legislators was to create a stronger bank- 
ing system. With this purpose the New 
York State Bankers Association is in 
accord and desires to cooperate. It can- 
not, however, view with anything but 
alarm that provision of the Glass- 
Steagall bill which deals with the guar- 
anty of bank deposits. It recognizes that 
there is throughout the country a de- 
mand that some form of guaranty of 
bank deposits be put into effect in spite 
of the fact that history and experience 
have shown that such guaranty funds 
have failed and have not accomplished 
the purposes for which they were estab- 
lished. It feels, however, that it should 
register its sincere and definite opposi- 
tion to that (CONTINUED ON PAGE 58) 


East 


That there is a general desire among bankers for amendment 
of the new law is only natural under the circumstances, espe- 
cially since changing business conditions may make possible the 
attainment of the object of these provisions without resort to 
what most bankers regard as dangerous principles and prac- 
tices. In the spirit of cooperation and accommodation indicated 
by the country’s bankers as a whole may be found possibilities 
of adjustment which the banking authorities of the country 
may be able to meet with advantage to all interests concerned 
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F° more than fifty years the 


correspondent services of 
Central Hanover have been preferred 


by leading bankers. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


Representative Offices in 
LONDON, PARIS, BERLIN AND BUENOS AIRES 
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A Basis for Banking by Code 


(CONTINUED FROM PAGE 15) 


smaller ‘bank supplied with facilities 
which would have been beyond its reach 
without the services of a mutual coop- 
erative body like your Association. 


TRUST SERVICE 


THE present high character of trust ser- 
vice in the United States and the esteem 
which trust institutions enjoy among 
intelligent persons are largely the result 
of effective cooperative efforts under the 
leadership of the Trust Division. One 
of the most important steps in the di- 
rection of unity and cooperation for the 
public good was the adoption of “A 
Statement of Principles of Trust Insti- 
tutions’. 

This Statement was formulated in 
order that the fundamental principles 
of institutions engaged in trust business 
might be restated and thereby .become 
better understood and recognized by the 
public they serve. The text of this docu- 
ment was published in the May issue of 
the JOURNAL and represents in the field 
of trust work an epochal advance. 

Work of formulating the Statement 


was begun a year ago. It was formally 
adopted by the Executive Council of the 


American Bankers Association last 
April. Hence it antedates and in a sense 
anticipates the present trend toward the 
documentation of the practices and prin- 
ciples of large business groups. 

To some extent the Statement is also 
a crystallization of the sustained move- 
ment by trust institutions to standardize 
practice and establish uniform fee 
schedules. The problem faced by trust 
institutions in achieving any effective 
degree of standardization was compli- 
cated by the variety of state laws con- 
cerning trusteeship. Great credit is due, 
therefore, to the leaders in the trust field 
who undertook the work of finding some 
accurate method of determining the 
costs of trust service and in providing 
scientific yardsticks for trust fees. 

Thirteen years ago the Trust Divi- 
sion of the American Bankers Associa- 
tion first undertook to encourage the 
adoption of uniform fee schedules~in 
order to prevent harmful price cutting 
tactics and assure trust institutions an 


General Thomas Hammond, official of 

the NRA, is one of the men with whom 

representatives of the Association co- 

operated in arranging the temporary 
banking code 


Robert V. Fleming, president of the 
Riggs National Bank in Washington, 
D. C., is Chairman of the Federal Legis- 
lative Committee of the Association 


adequate profit. In 1920 the first 
schedule of charges was distributed in 
the form of a booklet to trust institu- 
tions which were members of the Asso- 
ciation. 

During the intervening years con- 
siderable progress was made in the 
organization of corporate fiduciary asso- 
ciations. The importance of this work 
lay in the fact that it was only through 
locally organized groups of trust insti- 
tutions that any effective progress could 
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be made in establishing uniform fees. 

In 1926 the Trust Division sponsored 
a conference on cost accounting in Chi- 
cago, and it was brought out at this 
meeting that hardly any two trust in- 
stitutions used the same method of 
computing costs. It was decided, there- 
fore, to set up a committee on costs and 
charges, the function of which would 
be to create a cost accounting system for 
the trust business and to suggest a 
schedule of fees based on costs as deter- 
mined under this system. 

Under the chairmanship of Henry A. 
Theis in 1929, the committee began 
the preparation of a manual of costs 
and charges for the guidance of trust 
institutions. 

The booklet containing the commit- 
tee’s conclusions was published last year. 
It covers more than 50 different kinds 
of trust service classified under these 
five different heads: personal trusts, 
custody or safe keeping of securities 
for individuals and corporations, agency 
for stock transfer, registry and cash 
dividend disbursement, trusteeship un- 
der corporate bond and note issues and 
fixed investment trusts. Included in the 
booklet was a recommended cost ac- 
counting system and a study of the 
application of the recommended cost 
accounting system to the trust depart- 
ments of nine banks and trust com- 
panies. 

The adoption of uniform fee schedules 
by groups of trust companies in various 
parts of the country had the result, 
among other benefits, of greatly enhanc- 
ing the prestige of trust institutions by 
removing from the business any hint 
of barter. Where trust fees have been 
standardized there is an obstacle to 
“shopping” (CONTINUED ON PAGE 58) 
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lL. a small, almost frontier city, 
The First National Bank of Chicago 
was organized in 1863. Its growth has 
reflected the growth of the territory 
of which Chicago is the commercial 
center. 


From little more than a local bank the 
First National has developed world- 
wide connections with facilities for 


the prompt and efficient handling of 
financial business. 

Through the Banks and Bankers 
Division correspondents have an 
intimate personal contact with 
business developments, national and 
international. 


New business is invited. 


The First National 
Bank of Chicago 


CHARTER NUMBER EIGHT 
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To All Holders of Mortgage Bonds 


of the following companies 


Aetna Mortgage Corp. Mortgage Finance Co. 
American Mortgage Co. National Bond & Mortgage Corp., 


Houston, Texas 


; National Bond & Mortgage Trust Co. of 
Bonded Mortgage Co. of Baltimore Illinois. Now National Bond & Mortgage Co. of 
Chicago 


Potomac Mortgage Co. 
Realty Bond Co. 
Realty Bond Securities Co. 


Atlantic Mortgage Co. 


Calvert Mortgage Co. 
Carolina Mortgage Co. 
Chesapeake Mortgage Co. 


Continental Bond & Investment Co. 


Continental Mortgage Co. of Baltimore Seaboard Mortgage Co. 


Federal Mortgage Co., Dallas, Texas Security Bond & Mortgage Co. 


Federal Mortgage Co., Asheville, N. C. Security Mortgage Co., Atlanta, Ga. 


Florida First Mortgage Corp. Standard Mortgage Co. 


Franklin Bond & Mortgage Co., Memphis, Tenn. Stockton Mortgage Co. 


Franklin Title & Trust Cans Successors to Sun Mortgage Co. 


Franklin Bond & Mortgage Co., Louisville, Ky. The Lincoln Finance Co. Now Standard Bond 
& Mortgage Co. 


The Realty Bond and Mortgage Co. 
United Mortgage Corp. 


Guaranteed Mortgage Co. 
Guaranty Mortgage Co. 


Lumbermens Finance Corp. Later American 
Home Mortgage Co., now Installment Mortgage Co. United States Mortgage Bond Co. 


OPIES of a plan of far-reaching importance affecting the 

bonds of the above companies may be had from the un- 
dersigned. You are urged, in your own interest, to obtain a 
copy of the plan and to familiarize yourself with the situation 
at once. 


Mackubin, Goodrich & Co. 


Baltimore, Md. 


Stein Bros. & Boyce Baker, Watts & Co. 


Baltimore, Md. Baltimore, Md. 
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KEYSTONE 


General Johnson 


protect the public by maintaining com- 
petition. The real effect was to prevent 
cooperative action among small busi- 
nesses while interfering only to a slight 
degree with the concentration of indus- 
trial power into large independent units. 
The conception of reasonable restraint 
was not static but subject to modifica- 
tion or at least various applications. 
Certainly there is a wide difference in 
the scope of permitted trade associa- 
tion activities under the Appalachian 
Coal Case decided in 1933 which ap- 
proved a regional selling agency and the 
Column & Lumber Case decided only 
12 years earlier, which found a neces- 


THE NATIONAL INDUSTRIAL RECOVERY ACT rep- 
resents an attempt to correlate the aspirations of several 


Givergent groups. 


On the part of labor there was the desire to see existing 
jobs and such new jobs as might be created by the prospec- 
tive increase in production passed around among more 


Commercial Borrowing under 


The Recovery Act 


(CONTINUED FROM PAGE 25) 


sary tendency to restrain trade in the 
exchange of statistical and other trade 
information involving prices. 

Before the recovery Act, it had been 
generally accepted that trade associa- 
tions might collect and disseminate 
trade statistics, outline and recommend 
uniform accounting methods, distribute 
credit data, prescribe uniform basing 
point systems, propose uniform stand- 
ards for products, draw up and recom- 
mend standards of trade conduct, act 
collectively in relation to foreign trade 
and to some extent act as collective pur- 
chasing agents. What the associations 
assumed they could not do was to de- 
termine quotas of production with a 
view to limitation of output, to fix 
prices and to control in any effective 
way the competitive practices of mem- 
bers. On those in the industry outside 
the association it had no control. 

The recovery Act certainly enlarges 
an association’s control in an industry 
which it represents. If the President be- 
lieves that the association is truly rep- 
resentative, if it imposes no unreason- 
able restrictions upon admission of 
members and if the association’s code 
otherwise conforms to the Act and meets 


the Presidential approbation, the asso- 
ciation in fact regulates the industry 
whether inside or outside of the asso- 
ciation. Association members who ac- 
cept decent labor standards are no long- 
er at the mercy of irresponsible com- 
petitors with no standards whatsoever. 

Does the recovery Act go further? 
Does it permit price fixing within the 
limits of the Act? Does it allow an asso- 
ciation to regulate effectively competi- 
tive practices? May an association es- 
tablish for the whole industry a central 
selling agency, allot orders, designate 
channels of distribution, restrain output? 
It seems that it may do these things 
under an approved code if they are not 
“monopolistic practices’. At any rate 
if the Administration approves, an as- 
sociation’s power will be thus enlarged. 

The recovery Act and its adminis- 
tration are in the first stages. Essentially 
it is an invitation for widespread co- 
operative effort during a limited period. 
Accepted in this spirit the difficulties in 
the way of its usefulness may be sur- 
mounted and the way cleared for the 
adoption of further legislation better 
adapted for a permanent place on the 
statute books. 


ments throughout an industry on output, sales and prices. 
The Administration, like labor, was deeply concerned with 


the problem of increasing employment. While the Adminis- 


tration wanted to raise prices it recognized the danger of 
raising prices without a prior or at least a simultaneous in- 
crease in buying power. That meant that the Administration 


workers without decreasing the 
earnings of individuals already 
employed. That meant shorter 
hours and higher wages. 
Labor’s further ambition was 
to establish the right to bar- 
gain collectively and outlaw 
the yellowdog contracts. 
Business interests wanted pri- 
marily to get rid of the fea- 
tures in the anti-trust and 
other regulatory statutes which 
prevented their making agree- 


demanded a veto power both 
on any producers’ and manu- 
facturers’ arrangements among 
themselves within an industry 
and on their contracts with 
their employees. It also meant 
that the Administration, to 
make such control effective, 
would assert authority over 
any factors in an industry that 
preferred to stay out of any 
general arrangements which 
might be made. 


Gerard Swope, at the left, is president of the General Electric 

Company and a member of the President’s Industrial Mediation 

Board. He acted as chairman of the arbitration committee in the 

recent western Pennsylvania coal dispute. William Green, at right, 
is president of the American Federation of Labor 
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A Basis for Banking by Code 


CONTINUED 


Opinions on the New Banking Act 


Banking by Code 
(CONTINUED FROM PAGE 54) 


for rates on the part of prospective 
trustors. 

The purpose of the agreement for 
uniform fees among trust institutions is 
to assure the public the best possible 
quality of trust service. The method has 
been for the Association to formulate 
broad general principles and encourage 
the corporate fiduciary association or 
individual institution to carry out the 
principles in detail and in accordance 
with whatever special conditions prevail 
in a given area. 

PROTECTION 

BANKS, by the nature of their busi- 
ness, have always been alluring to the 
criminal element of the country. The 
isolation of so many banks, the ease 
with which bandits and forgers can 
move about under modern conditions 
of transportation and the constantly 
improving organization of criminal 
activities, have united to create a bank- 
ing problem surcharged with the high- 
est public interest, which can only be 
coped with through a national organi- 
zation. 

The Protective Department of the 
American Bankers Association is bank- 
ing’s answer to bandits and forgers. 
Every member bank—and these possess 
96 per cent of the banking resources 
of the country—is protected ‘and such 
is the reputation of the Department’s 
thoroughness that the display of the 
bronze Membership Sign of the Asso- 
ciation is in itself a deterrent to criminal 
ambitions. In 11 months of the current 
fiscal year, 325 arrests have been made, 
284 convictions secured and many hun- 
dreds of warnings sent by mail each 
month to the executive officers of every 
one of the 15,000 member banks of the 
Association, for the purpose of limiting 
or forestalling activities of this nature. 

The individual bank, particularly in 
the smaller communities where many 
are without adequate police facilities, 
would be helpless in handling the mod- 
ern crime problem. But cooperation with 
other banks in every part of the coun- 
try gives each bank a weapon that is 
prompt, efficient and which, besides, is 


limited by no geographical boundaries. 

Under our American system of equal 
opportunity for all, it has been quite a 
simple matter to organize a bank. The 
business of banking, however, is highly 
technical, requiring years of experience 
and a broad educational background. 

This problem, which has always ex- 
isted but has been brought more forcibly 
to the notice of the public under the 
stress of recent conditions, has long 
engaged the earnest attention of organ- 
ized banking. In the first year of the 
present century there was brought into 
existence banking’s educational body, 
the American Institute of Banking, 
which, under American Bankers Asso- 
ciation leadership and with the cordial 
support of individual bankers and local 
associations throughout the country, 
has developed into a school whose mem- 
bership exceeds 60,000 and whose ac- 
tivities encompass the country. Here 
the younger men and women come to 
learn the basic rules of banking; to see 
its problems and requirements in their 
national aspects; to get the experiences 
and knowledge of their elders and the 
latest findings of science and business 
as applied to their institutions. 


EXECUTIVES 


HERE, too, older men, officers and de- 
partment heads, learn new facts in law, 
economics and specialized banking ac- 
tivities and keep themselves up to date. 


BE SURE THE EAGLE IS NOT A VULTURE 


SHOEMAKER IN THE CHICAGO DAILY NEWS 


Banking, always justly noted for 
supplying opportunities to ambitious 
men and women, through its Institute 
provides not only the chance, but the 
means for grasping opportunity. 

Such a body typifies the cooperative 
spirit that permeates banking. 


Opinions 
(CONTINUED FROM PAGE 52) 
provision of the law which permits the 
Federal Deposit Insurance Corporation 
to make assessment without limit 
against the capital funds of member 
banks. This may mean confiscation not 
only of stockholders’ money but also of 
the funds upon which depositors in 
banks have relied for their safety and 
upon which business has been solicited. 
It will remove the incentive for good 
management and sound banking prac- 
tices, for both of which the New York 
State Bankers Association has stood.” 

The New Jersey Bankers Association 
also has gone on record in opposition to 
the guaranty provisions of the Act. New 
Jersey bankers also express themselves 
as opposed to further concentration of 
authority in the Federal Reserve Board 
which, as one banker states, seems to 
put the control into politics. They are 
willing to do some experimenting in 
banking to restore public confidence in 
banks but think that the experimenta- 
tion should be on less dangerous lines. 

The Connecticut Bankers Association 
is on record as opposed to the guaranty 
of deposits and individual bankers in 
the state also freely express their op- 
position to increased concentration of 
authority in the Federal Reserve banks. 

Reviewing the situation as a whole 
the investigator cannot be otherwise 
than impressed by the general reason- 
ableness and conservatism of bankers in 
their estimates of what they regard as 
revolutionary legislation. The vast ma- 
jority of them recognize the fact that 
as a matter of meeting public sentiment 
and the reaction of bank patrons to the 
events of the past three years some 
changes, and great changes at that, have 
been necessary. 

Practically all bankers recognize the 
spirit of public service and political ne- 
cessity which actuated the leaders in 
Congress in passing the new legislation. 
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NTERING its forty-fifth year, The Northern Trust THE DIRECTORS OF 
THE NORTHERN TRUST COMPANY ARE: 


Company continues the banking policies under 
A. WATSON ARMOUR, Director, Armour Company 
which it has grown. These are policies of conserva- SEWELL L. AVERY, President, U. S. Gypsum Company 


tism. They embody a genuine effort to serve the de- ALBERT B. DICK, JR., Vice-President, A. B. Dick Company 
JOHN T. PIRIE, Carson Pirie Scott Company 

positor in every way consistent with sound banking wie 
EDWARD L. RYERSON, JR., President, Joseph T. Ryerson 
practice. Today as always, the facilities of The Son, Inc. 

2 HAROLD C. SMITH, President, Illinois Tool Works 
Northern Trust Company are at the service of out- 

WALTER BYRON SMITH 

of-town bankers who desire this type of city corre- JOHN STUART, President, The Quaker Oats Company 


spondent. Your business is cordially invited. SOLOMON A. SMITH, President, The Northern Trust Company 


THE NORTHERN TRUST COMPANY 


CHICAGO 
NORTHWEST CORNER LA SALLE AND MONROE STREETS 


* * 
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What Mr. Roosevelt Has in Mind 


be elected which presumably will have 
a smaller proportion of Democrats and 
will therefore be less likely to give the 
President extraordinary powers. 

Most of the legislation and most of 
the powers of the President which seem 
to be startling are limited in time. It is 
more accurate to think of them as emer- 
gency powers having only the purpose 
of recovery from depression. The Re- 
covery Act comes to an end in two years 
from its enactment last June. The power 
of the President to revoke the license of 
a business (which is the most stringent 
feature of the N. I. R. A.) comes to an 
end in one year. 


NEVERTHELESS— 


IT is true that unbelievable and, as it 
seems to me, unjustifiable things have 
been done. I can see neither sound 
political philosophy nor common sense 
(may one hope the two could be the 
same?) in paying farmers not to farm, 
paying cotton-raisers not to raise cot- 
ton and wheat-raisers not to raise wheat 
nor in paying labor not to labor. That 
is essentially what is in the present 
blanket N.R.A. code—labor is to be 
paid higher wages for doing shorter 
hours of work. I think the attempt just 
now under way, to set the public to 
boycotting merchants and business men 
who feel they cannot conform to N.R.A. 
is ill-advised, and also illegal—there are 
still courts in this land. And I think 
the attempt, likewise now under way, to 
stir the country up to a common emo- 
tion by organized ballyhoo paid for by 
the Government is dangerous in the ex- 
treme. That process, organized ballyhoo 
to incite the majority to persecute the 
minority, is the fundamental technique 
of the Nazi in Germany. 

In-nothing that Mr. Roosevelt has 
done has he been so insistent, steady 
and resourceful as in his determination 
to—so the first step in his legislative 
program expressed it—‘maintain the 
credit of the Government of the United 
States.” In spite of that bookkeeping 
device which he calls the “extraordinary 
budget”, I think he is making progress 
toward balancing the budget. 

Omitting the extraordinary expendi- 
tures and the “extraordinary budget” in 
which they are carried, the earnestness 
and steadiness of his determination to 
balance the budget by keeping expenses 


(CONTINUED FROM PAGE 20) 


down have been more conspicuous than 
any other part of his performance. He 
cut from the rolls every pensioner whose 
disability had not been received in actu- 
al war; and he reduced the payments to 
all others to an aggregate net of about 
$300,000,000 a year. 

How much political courage that took 
can be realized only by those familiar 
with the political power of the veterans. 
Veterans, with their families and others 
interested in having veterans get pen- 
sions, compose fully 20 per cent of the 
vote in every average Congressional 
district. Mr. Roosevelt’s act was the first 
time in our history that pensions once 
granted to a group were thereafter with- 
drawn or reduced. To every person who 
knows practical politics, Mr. Roosevelt’s 
action in this matter was a miracle of 
political courage. 

Mr. Roosevelt reduced the pay of 
Government employees—and next to 
veterans, the Government’s employees, 
through their associations with political 
organizations throughout the country, 
are the group that politicians most fear. 


Mr. Roosevelt reduced their pay; then, 
when the end of the fiscal year came, 
July 1, he ordered that the cut be kept 
in effect for six months more, even 
though wages in private industry were 
and are rising. Right now, the Federal 
Government, the largest employer in 
the country, is the one employer not 
putting in effect the increase of wages 
and shortening of hours of labor dic- 
tated by N.R.A. The very Government 
employees who carry on the work of 
the N.R.A are themselves not benefi- 
ciaries of its provisions; they work long- 
er hours than N.R.A. decrees for private 
industry and their wages are not raised 
by it. 

I cite these things as light on Mr. 
Roosevelt’s state of mind. What they 
prove is his steady determination to 
balance the budget. What that deter- 
mination means, when we try to classify 
a President as conservative or otherwise, 
every one knows. What balancing the 
budget means as respects maintaining 
the Government credit, every banker 
and business man knows. 


Keeping the public informed about the “New Deal” has the 
Government Printing Office working overtime 


NESMITH 
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EVERYWHERE? 


System of which it is a part, it offers communication 


There is mo place that Postal Telegraph cannot reach. 
Postal Telegraph not only covers 70,000 cities in the 
United States and 9,000 in Canada,* but it maintains 
its own telegraph offices, attended by a trained telegraph 
personnel in cities between which 95% of all the 
telegraph traffic of the country flows. There is no 
place for which Postal Telegraph will not accept and 
transmit your message with promptness...with de- 
pendability...with accuracy. Postal Telegraph not 
only offers efficient telegraph service within the borders 
of this country but through the great International 


*In Canada, through the Canadian Pacific Railway Telesraphs 


with the entire world...through the only combina- 
tion of telegraph, cable and radio service under a single 
management in the United States. 

SYSTEM 


THE INTERNATIONAL 


all America 
Cables 


Mackay Radio 


6l 
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Postal Telegraph 
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The Federal Credit 


(CONTINUED FROM PAGE 32) 


the inflation of the currency, naturally 
has less vitality. There is more of a 
prospect that the country will be allowed 
to base its recovery upon the solid foun- 
dation of sound economic forces whose 
operation has been manifest under the 
foam and froth of inflation speculation. 
In short, the general financial and busi- 
ness prospects are not so bad; they cer- 
tainly might be far worse. 

The tremendous over-subscription of 
the August issues indicates another 
thing which promises more stability 
than has been anticipated. It demon- 
strates that American investors seem 
convinced that the dollar of the United 
States is to have the same comparative 
value in the future that it has had in 
the past and now possesses. Investors 
do not willingly put their money into 
8-year bonds or even 2-year notes if 
they feel any danger that the currency 
in which these obligations are ex- 
pressed is to have less value in the fu- 
ture than it now has. There have been 
cynics in the market who have pointed 
out that the Government’s inflation 
program was soft pedalled just at the 
time that the Treasury was doing its 
financing, illustrating the old couplet: 


“When the devil was sick, the devil a monk 
would be; 

When the devil was well, the devil a monk 
was he.” 


In other words, the necessity of long 
term financing has been holding back 
inflation of the currency. 

This line of reasoning, however, is not 
very convincing. It is perfectly true that 
the success of the new issue has assured 
the Government of comparatively com- 
fortable financing for several months, 
possibly for the rest of the current year. 
On the twelfth of August the Govern- 
ment had a net balance of $757,634,198 
in the general fund of the Treasury. The 
August financing has added about $489,- 
755,150 net to this balance, making a 
total of $1,247,389,348 available. 

Assuming that the certificates of in- 
debtedness due in December, amounting 
to $727,692,500, and the various issues 
of Treasury bills due between now and 
the close of the year can be reissued 
without difficulty, the balance now on 
hand will easily cover the prospective 
deficit in the budget and the extraor- 
dinary demands upon the Treasury for 


the recovery. program, the R. F. C., 
agricultural credits and what not. Free 
from worry as to its immediate finances, 
the Government may yet apply the in- 
flation stimulant to overcome any lag 
in the advance in prices if that becomes 
a part of its program. 

Assuming that the Government could 
refund over $700,000,000 in December 
in intermediate credits in the face of in- 
flation, not to mention the hundreds of 
millions of dollars in short term credit 
maturing in the meanwhile, is assuming 
much. The Treasury, whether it under- 


THE ST. LOUIS POST DESPATCH 


takes the refunding of the Liberty loans 
and other long term issues or not, is to be 
in the market indefinitely for heavy 
borrowing. Hence, even under the 
cynic’s line of reasoning, inflation will 
be delayed indefinitely. Inflation and 
long term bond issues do not go to- 
gether. For reasons of its own, the Gov- 
ernment in Washington is not likely to 
announce formally that it does not in- 
tend to use its powers of inflation un- 
der the Thomas amendment to the Na- 
tional Industrial Recovery Act. 

It would be folly to assume that all 
danger of inflation of the currency is 
past. The failure of the current cam- 
paign under the National Industrial Re- 
covery Act or of more fundamental 
natural economic forces to restore wages 
and prices would certainly lead to a 
revival of the currency inflation move- 
ment which Congress would promote 
if the Administration failed to do so. 
Meanwhile the very fact that the Gov- 


ernment has adopted other methods 
than currency inflation to accomplish 
its purposes is rather complete demon- 
stration that currency inflation will be 
adopted only as a last resort. 

The August financing has changed 
the technical position of the public debt 
by an increase of about $835,000,000 in 
the long term or funded debt, an in- 
crease of $350,000,000 in the inter- 
mediate debt as measured by Treasury 
notes, and a decrease of about $720,- 
000,000 in the shorter term debt as 
measured by certificates of indebtedness. 
Between the present time and Septem- 
ber 15 there will be further adjustment 
by an offering of about $220,000,000 in 
short term obligations, probably Trea- 
sury bills, to complete the adjustment 
of the issue of certificates due Septem- 
ber 15 not taken up in the August fi- 
nancing—unless this balance is merged 
into another long term issue on that 
date as seems probable. The short term 
debt in the form of bills and certificates 
remains around the two and a half 
billion mark where it has been most 
of the time for a year or so. It will prob- 
ably be maintained at or slightly above 
that level since that form of financing 
is cheap and the financial markets have 
demonstrated a willingness and ability 
to carry about that volume of such se- 
curities. 

1940-43 


THE 8-year term for the new bonds 
was chosen as one most attractive to in- 
vestors at this time—long enough to 
represent a funding of short term obli- 
gations but not so long as to tie up 
investors’ funds indefinitely. However, 
the maturity of the debt in 1941 may 
come inconveniently for the Treasury 
at that time. The 1927 issue of $352,- 
993,950, in 334 per cent Treasury bonds 
is callable in 1940 and due in 1943 
and the 1928 issue of $544,915,050 33 
per cent Treasury bonds is callable in 
1941 and due in 1943. Thus about $1,- 
500,000,000 will have to be refunded 
on a long term basis in 1940-1943. 

All things considered, however, the 
maturities of the Treasury notes, Trea- 
sury bonds and bonds of the United 
States form an orderly sequence of ma- 
turities with comparatively small issues 
to be refunded in the next two years— 
roughly, $600,000,000 in 1934, $416,- 
000,000 in 1935, $1,300,000,000 in 1936, 
about the same in 1937 and about 
$900,000,000 in 1938. The distribution 
of maturities of the debt at the present 
time seems more orderly than it has 
been since the World War. 


62 
STARTING THE MILLWHEEL 
FITZPATRICK (N 


AMERICAN BANKERS 


ASSOCIATION JOURNAL, September 1933 


GAUNT DESOLATION is the tenant of vacant apartments, empty offices, 


bare and unused buildings. He pays no rent. He’s in league with those two 


well-known rogues, Decay and Deterioration. 


Two services of Otis Elevator Com- 
of Gaunt 


Desolation. The Otis Modernization 


pany are arch-enemies 


Plan and the Otis Maintenance Service. 

The Modernization Plan provides 
for the rejuvenation of aged elevators 
at reasonable cost. They are given 


latest features of economy and 


passenger comfort. Old fixtures and 
finishes are replaced with a new and 
modern dress. 

The Maintenance Service provides the 
skilled hands of Otis men for regular 
and intelligent elevator care. 

Suggestion: Have the engineers of 


Otis make a survey of your elevators. 


They'll do it free and give you a com- 
prehensive report. At the same time, 
they'll supply first-hand information 
on the Modernization Plan and Main- 
tenance Service. Arrange for this sur- 
vey with the telephone on your desk. 

The Otis Elevator Company has 
offices in the principal cities of the 
world, or at 260 Eleventh Avenue, 


New York City. 
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OR nearly a century this Bank 

has served American business 
and financial interests. It provides 
its banking correspondents and 
customers with the advantages of 
ample resources and exceptional 
facilities in every phase of domestic 


and international banking. 


Guaranty Trust Company 
of New York 


140 BROADWAY 
FIFTH AVENUE at 44TH STREET 
MADISON AVENUE at 60TH STREET 


LONDON BRUSSELS 
LIVERPOOL ANTWERP 


Planners’ 


Field Day 


| ATTEMPTS to plan economics and 
| the new tendency to interfere with 
supply and demand are responsible for 
the depression, according to a report 
issued by Credit Anstalt of Vienna, the 
| institution whose collapse in May, 1931, 
signalled a serious international bank- 
ing crisis. The report states that the 
losses of Credit Anstalt are 815,996,- 
312 schillings for write-offs and 15,213,- 
| 785 schillings on operations account for 
the years 1931 and 1932. 

The report was made in connection 
with the 76th general meeting of stock- 
holders recently in Vienna. 

At the present rate of exchange the 
total losses of the bank for two years 
reached $115,949,404. Heavy borrow- 
ings had been made abroad, of which 
| $20,000,000 was owed to American 
| banks at the time of the failure. 


THE 1931 CRISIS 


| THE importance of the report to 
American banking is that it gives the 
first complete and accurate account of 
the present agreement between Credit 
| Anstalt and foreign creditors. Also, it 
is the first clear summary of the reasons 
| underlying the failure two years ago. 

It is notable that the chief blame is 
laid to the general conditions which 
led to a worldwide breakdown of 
economic life rather than to any par- 
ticular errors in management on the 
part of the bank’s officials. 

“The chief cause underlying the 
/economic disturbances,” says the re- 
port, “is that, departing from the free 
| play of economic forces obtaining in 
| pre-war days, a growing tendency to- 
| ward planned economy has manifested 
‘itself. . . . It can be observed every- 
| where that all the schemes, designed to 
|ameliorate conditions, not only have 
| failed, but actually have added to the 
| existing difficulties. 

“It is not the faulty distribution of 
gold stocks, the withdrawal of credits 
|and the adverse trade balances which 
are the root of the evil. These are only 
the results of economic methods which 
‘have shaken confidence, and it will be 
| difficult to reestablish it unless the 
|losses sustained are frankly and un- 
hesitatingly recognized.” 
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Six Year Old Banking Problem 
Cleaned Up in Six Days 


The letter and clipping reveal how successful our service is 
to bankers—in liquidation and industrial loan problems. 


NATIONALLY KNOWN LIQUIDATOR 
ARRANGE SALE OF ENGINE PLANT 


TAUBER & CO! 
ENGINEER DEAL 
N RECORD TIME 


\Syndicate Arranged 
} by Chicago Firm 
in Week. 

The National Bank of Mat- 
toon and the Central Ilinois 
Trust and Savings Bank, 
hlowners of the Mattoon En- 
gine Works, formerly the 
Chuse Engine Works, an- 
nounced today the sale of the 
Engine Works plant, inclnds 
ing the machinery, equip. 
ment, Chuse engine patterns, 
tools, and good will of the 
business to a syndicate which} 
will operate the works in this 
city. The banks further an- 
nounced that the purchasers 
have leased the Engine Works 
buildings and grounds. 

An agreement covering the salel 
was reached 
fternoon end was} 
on Wednesday 
of tn 


Reproduced from Dairy Journat-Gazette of Mattoon, Ill., Sat., Aug. 5, 193: 


CENTRAL ILLINOIS TRUST & SAVINGS BANK 


MarToon, 
August 3, 1933. 


Mr, Theodore Leavy, 


Dear Sir: 


In connection with your sale of the Mattoon 
Engine Works, we want to express our satis- 
faction in the way you ed the deal, The 
and the manner in which you sold this 
ing — was quite a relief to us 
We have tried for several 8 to dispose of 
this business and apparently we were no closer 
to a deal when you took over the proposition 
than when we started, The fact that you took 
over the task of selling this business only on 
July 25th and consummated a cash deal in seven 
days was very satisfactory to us, and we con- 
gratulate ourselves on securing your services, 


With kindest regards and best wishes for your 
contimied success, I remain 


ned 
Outside Capnal Interested. 

Outside capita! was interested tn 
the Engine Works by Theodore 
Leavy of “Michael Tauber & Co of 
Chicago, Uquidators and auctioneers 
of national reputation, into whose 
hands the desting of the Mattoon 
Exgine Works had been placed py 
the two banks on Tuesday, July 25. 


-| This company arranged for the saie 


cf the plant and the deal was con- 
summated as stated above 


| The Dulidings rid tea: estate were 


twansferred to the banks in equal 
portions and then leased to the pure 
chasers of the Engine Works The 
purchasers, it was stated, have am- 


p.| ple capital for conducting the Dusie 


ness and to meet all competition. 
Statement by Ma Wels 
The following statement by A 
Stanley Weis, cashier of the Nations 


Bank of Mattoon, was concurred 


im by W. C. Shy. cashier of the 
Central Ulinols Trust and Savings 
Bank 


“We feel particularly happy that 
final solution has been reached 


im the matter and that the banks 
are definitely out of the manutac- 
suring business. Jt has been our hopes 
all along to work out some plan ia 
the last analysis of which the En- 
fine Works plant would be sold so 
that could be operated in 
toon, and we feel that Mr. Leavy, 
who engineered the deal, has not 

only rendered the banks but Mat- 
toon in general an tnvatuable serve 
During past eeven years 

the Mattoon Enzine Works paid out 
over $508,000 in payrolls 


Yours truly, 


Ours is a specialized profession. 
We are trained to get the salient 
facts from all the interested prin- 
cipals in a situation, so that we 
ean lay out a clear-cut proposition 
for buyers. In addition, we are 


trained to locate potential buyers 
invite correspondence relative to such problems. in various types of industries. 


MICHAEL TAUBER & CO. 


Business Engineers—Liquidators—A uctioneers 


411-423 South Market Street Chicago 


When in Chicago at the Convention ... . 


we will welcome the opportunity to discuss with you any banking or industrial 


loan problems which seem to call for liquidation or reorganization. Also we 


TRUST A 
\ SAVINGS 
BANK 
|new organization, it was stated oy 
| 
CENTRAL ILLINOYS TR SAVINGS BANK 
BY & 
CASHIER 
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TO BANKS 
seeking New York State 


CORRESPONDENTS 


In addition to all the services of a 
complete banking institution, the 
Marine Midland Trust of New York 
offers connections through the other 
banks of the Marine Midland Group. 
There are 21 of them, situated in 
Buffalo, Syracuse, Rochester and 
other important “Upstate” cities. 
Some senior officer of the New 
York City Bank is familiar with every 
phase of the operations of the other 
21 banks. Their experience is available 


to those seeking banking facilities in 


New York State. 


THE MARINE MIDLAND 
TRUST COMPANY 


120 BROADWAY: NEW YORK CITY 


Rio de Janeiro 


Defaulted 
Foreign Bonds 


: Corporation of Foreign Security 
Holders, authorized in the Securi- 
ties Act, is soon to be put into operation. 
Charles H. March, chairman of the Fed- 
eral Trade Commission, under whose 
jurisdiction the new institution will 
come, has been working out organiza- 
tion plans in cooperation with President 
Roosevelt. 

The corporation will deal directly, al- 
though only in a semi-official capacity, 
with governments whose bonds in the 
hands of American investors are in de- 
fault or governments who underwrote 
such defaulted bonds. Every effort will 
be made to collect principal and inter- 
est at the source. 

Mr. March has stressed the fact that 
this is an agent for individual holders 
of foreign obligations and not for the 
United States Government. Bondholders 
can register securities by paying a fee 
of one-fifth of 1 per cent of the face 
value. To defray expenses the corpora- 
tion can levy a further fee of not more 
than 1 per cent of the face value. 
Seventy-five thousand dollars of Recon- 
struction Finance funds also have been 
made available. 

The Federal Trade Commission will 
appoint six directors to carry out the 
corporation’s purposes. 

“I want to put it strongly that some- 
thing is now going to happen that will 
bring American money back to Ameri- 
can agriculture and industry, where it 
belongs,”’ says Mr. March. 
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Experience With 
the Service 


Charge 


N SOME banks, there has been a 

reluctance to institute service charges, 
due to a fear that decreases in deposits 
would result. 

Experience proves that there is no 
basis for this fear. There is apparent, 
it is true, a shrinkage in the number of 
accounts, immediately after service 


charges become effective, but the ones’ 


that are lost are almost invariably those 
which are the most fruitful source of 
operating loss, with microscopic bal- 
ances and marked activity in the issu- 
ance of checks. 

More than offsetting any loss in gross 
deposits and adding materially to net 
operating incomes of banks is the ten- 
dency on the part of an important per- 
centage of small depositors to build up 
their balances to the point where they 
are immune to the service charge. 

An analysis of detailed reports from 


many banks in every part of the coun- | 


try shows that, out of every 300 ac- 
counts which were unprofitable before 
the installation of service charges, these 
things will happen: 

100 will close out their accounts. 

100 will increase their balances to 


avoid the charge and add more than | 
enough to offset deposit losses from the | 


first group. 

100 will pay the service charge. 

The final result is a definite increase 
in net revenue. One-third of the ac- 
counts which have been a source of loss 
are eliminated. Another third are built 
up to the point where they are at least 
self-sustaining. The final third bring 
in a hitherto unrealized source of in- 


come, practically every cent of which, | 


under proper administration, is net. 
In determining the actual costs of 
handling accounts, it is important that 
proportionate costs of general overhead 
be included. Depreciation on building 
and fixtures, light, heat and power, 


taxes, insurance, etc., are as definite a | 
part of banking expense as are salaries | 
and supplies, and it is through over- | 
looking this important fact and thereby | 
distorting the true cost picture, that the | 
drain upon banking resources from un- | 


profitable accounts has been tolerated. 
To handle accounts which do not pay 
is as contrary to sound banking prac- 


tice as granting a loan to a chronic de- 
faulter. 


| 
| 
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DELAY::- 


DEFEATS HOLD-UPS 


Keep bandits off your prem- 
ises ... Save your insurance 
with the Diebold Automatic 
Rewind Delayed Control 
Combination Lock » » » » 


Delay deféats bandits by destroying their advantage of 
surprise attack and quick get-away. When money is 
handled beyond their reach, they look for easier victims. 


—_— DIEBOLD Delayed Control Combination Lock meets the 
requirements of your State Association and the Insurance Un- 
derwriters. It should be used on vault Reserve Chests and Tellers’ 
Safety Lockers at the windows. » » » The Diebold Delayed Control 
Combination Lock is fool-proof ... you have no extra operation to 
perform. It is positive ... you cannot unlock the combination 
without waiting for the predetermined delay period to pass. Con- 
trol over the delay period is placed exclusively in the hands of the 
officer who knows the combination numbers . . . no one else can 
set up the delay period. 


In addition to the Delayed Control Lock, Diebold plan of bank hold- 
up protection includes the Silent Signal Lock, Teller’s Safety Locker, 
Bullet-resistive Control Room and Partition, Bandit Trap and Tear 
Gas. Protection is available for all hold-up risks. Let our Protection 
Engineers help analyze all the ways your bank can be held-up 
and furnish you with detailed information about protection against 
any or all varieties of attack. There is no obligation. 


Diebold offers complete protection for records, 
money and wealth from fire, burglary and banditry 


DIEBOLD 


SAFE & LOCK C6O., Canton, Ohio 


Over Seventy Years of Protection Service 
See Our World’s Fair Display, General Exhibits Bldg. 


Long known as a leading bank vault manufacturer, |r 


This emblem iden- 
tifies banks that 
handle money be- 
yond the bandit’s 
reach..detoursthem 
to easier victims. 
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to 243 California cities 


Day or night, your California items 
move swiftly through Bank of America. 
Through any one of 410 branches of 
this California-wide banking system, 
your California business is routed direct 
to the point of collection in any one of 
243 cities and towns of California. 


The speed and efficiency of Bank of 
America service substantially reduces 
float and increases the availability of 
funds. Frequently as much as 50 percent 
can be saved in collection time. Capital 
turnover is more rapid and business is 
completed more economically. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, @ National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 


EWING GALLOWAY 


13 Million 


Depositors in 


Mutual Savings 


HILIP A. BENSON, president of 
the National Association of Mutual 
Savings Banks and head of the Dime 


| Savings Bank, Brooklyn, New York, 


views the recently announced increase 
in savings depositors as one of the most 
encouraging of signs. 

“Mutual institutions, in particular, 
were founded,” said Mr. Benson, “for 


| the special purpose of helping the ‘little 
| man’ toward financial independence, 
| and these figures make it evident that 
| the average citizen is more determined 
| today than ever before to set up a cash 
| reserve.” 


The National Association has_re- 


| ported that on July 1 mutual savings 
| banks had 13,303,553 depositors, an in- 
| crease of 35,087 for the first half of 


1933. This is 100,000 less than the all- 
time record. 
The surplus accounts of these institu- 


| tions aggregated at mid-year $1,171,- 


773,818, a $29,660,799 gain. This means 
that there is a 12.12 per cent reserve on 


| total deposits, the highest mutual sav- 


ings bank ratio ever attained. At the end 
of 1932 this ratio was 11.5 per cent. 

Assets, on the other hand, declined 
$241,959,476 to $10,938,249,520 in the 
first six months. Deposits declined 
$337,628,392 in the six months to $9,- 
642,319,032 on July 1. 

The average account on July 1 was 
$724.79, compared with $751.48. 
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Women in 


Banking 


OT only have the last two decades , 


seen a vast increase in the number 


of women engaged in banking—249 per | 
cent according to one recent cautious | 


study—but they have also furnished 
new opportunities for the employment 


of women in executive positions of great | 


responsibility, according to a recent 
survey by the American Woman’s Asso- 
ciation. 


a personal service director who is a 
woman. Her position, bringing her into 
daily contact with many depositors, is 
designed to render constructive service | 
in inculcating a clearer idea of banking | 
in their minds and to render help in the | 
management of their finances, the han- 
dling of mortgages, wills, loans, trust | 
funds, income tax returns and other 
highly involved details. 


IN TRUST WORK 


WOMEN are being employed on an | 
in trust work, | 


ever-increasing scale 
where sympathetic understanding, pa- 
tience and tact are essential in relations 
with customers, frequently widows or 
minors with no business knowledge and 
impatient in the face of details for 


which they can see neither rhyme nor | 
reason. Many banks have women trust | 
officers, and the rapid growth of trust | 
business offers constantly broadening | 


opportunities for the utilization of 
women in their administration. 
One bank has a woman mortgage 


officer, the only one acting in this capac- | 


ity so far as is known. Hundreds are 
acting as assistant cashiers, assistant 
treasurers and assistant secretaries, and 


the door to advancement is wide open | 


to those who display ability. Entrance 
to banking generally comes through the 
credit or bookkeeping departments 
where efficiency is quickly spotted and 
rewarded by promotion to positions of 
higher responsibility. 

While openings in banks are no more 
numerous than in other fields at this 
time, every institution is constantly in- 
terested in efficient, loyal workers, and 
in no other field is there a quicker rec- 
ognition of talent or better opportuni- 
ties for women who possess it. 
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Edvs0on~ ANNOUNCES 


A 


STARTLING 


NEW 
AID FOR 
BUSINESS 


RECOVERY 


One savings bank in New York has | 


THE 


diphone 


(After nine months’ experience, the Busi- 
ness World acclaims it the most popular 
improvement in the history of dictation.) 


In this year of the New Deal the new Pro- 
technic Ediphone is making executives 
more valuable to themselves, and to their 
organizations! With this compact dicta- 
tion aid beside them executives are ac- 
complishing more—in less time, and with 
less effort. They are making more con- 
tacts. They are doing more business! 

Since the start of 1933 the Pro-technic 
Ediphone has gone into the offices of 
business leaders in all parts of the world. 
“Pre-tested’—it has proved itself. 

This new Ediphone will surprise and 
please you! Its wiring isconcealed. Itis posi- 
tively dust-proof. All parts are enclosed 
for cleanliness and sanitation. 

And the price is surprisingly low! 

We shall be glad to demon- 
strate this new instrument at 
your desk, without obligation. 
Telephone The Ediphone—your 
city. Or mail coupon to— 


ORANGE, NEW JERSEY 


Kindly send me further information Name 


about the new Pro-technic Ediphone. pene 


Type of Business 


1 


WE 00 OUR 


Edison Improvements 
Found in the New 
Pro-technic Ediphone 


“Built-In‘’ Construction! The Pro- 
technic Ediphone is really new, in- 
side and out. The mechanism has 
been built into the sturdy cabinet. 


“Tailored in Steel!’’ The Pro-tech- 
nic Ediphone is dust-proof, dirt- 
proof, fool-proof—entirely “‘tai- 
lored in steel.” 


“‘Balanced’’ Voice Writing! This 
new Edison recording principle 
guarantees perfect voice repro- 
duction—makes dictating easier! 


Dignified Design! Engineers, ex- 
ecutives and artists contributed to 
the instrument's design. It will 
grace any office. 


Takes Up Minimum Space! The 
Pro-technic Ediphone occupies 
less floor space than any previ- 
ous designs. 


For Desk Use —If Desired. A 
“‘Desk’’ Pro-technic is available 
for those who prefer it. 
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Tits is the first published statement of 
condition of The National Bank of Detroit— 
which was established on March 24, 1933. 


As of the close of business June 30th, 1933 


RESOURCES 


Cash on Hand and Due from Other 
Banks . $ 43,867,952.62 
United States Govern- 
ment Securities 54,843,139.61 


Bonds other than U. S. Government . 
Stock in Federal Reserve Bank . 

Loans and Discounts . 

Overdrafts . 
Accrued Interest Receiv able—Net . 
Customers’ Liability under Acceptances 


TOTAL RESOURCES . 
LIABILITIES 


Deposits — Commercial, Bank and 
Savings . . $150,360,667.39 
Public Deposits secured 
by pledge of U. S. 

Government Bonds: 
Treasurer — State 

of Michigan . 

U. S. Government 

Other Public Funds 


TOTAL DEPOSITS 


Bills Payable and Rediscounts . 
Capital, Surplus and Undivided Profits 
Reserve for Expenses and Dividends 
Liability under Acceptances 


$98,711,092.23 
3,141,619.65 
675,000.00 
77,637,585.28 
11,718.80 
887,891.75 
3,540.00 


$181,068,447.71 


1,277,998.04 
3,808,245.12 
172,723.81 


$155,619,634.36 
None 
25,207,199.05 


238,074.30 
3,540.00 


TOTAL LIABILITIES 


$181,068,447.71 


The 


NATIONAL BANK 


OF DETROIT 


Section 5219 


(CONTINUED FROM PAGE 16) 


the states are without power to tax them 
at all and, incidental to the Federal 
grant, Congress has plenary power to 
impose any conditions in connection 
therewith. Furthermore, the states can 
only exercise the power as expressly 
permitted by Congress. 

In Des Moines Bank v. Fairweather, 
263 U. S. 103, the Court said (p. 106): 


“It is settled that the relation of the na- 
tional banks to the United States and the 
purposes intended to be subserved by their 


creation are such that there can be no taxa- 
tion, by or under state authority, of the 
banks, their property or the shares of their 
capital stock otherwise than in conformity 
with the terms and restrictions embodied 
in the assent given by Congress to such 
taxation. People v. Weaver, 100 U. S. 539, 
543; Rosenblatt v. Johnston, 104 U. S. 
462; Mercantile National Bank v. New 
York, 121 U.S. 138, 154; Talbott v. Silver 
Bow County, 139 U. S. 438, 440; Owens- 
boro National Bank v. Owensboro, 173 
U. S. 664, 669; First National Bank of 
Gulfport v. Adams, 258 U. S. 362.” 


Under Section 5219 the several states 
have the choice of four forms of taxa- 
tion, to wit: (1) a tax on the shares, (2) 
the inclusion of the dividends derived 


therefrom in the taxable income of an 
owner or holder thereof, (3) the taxa- 
tion of such associations on their net 
income, (4) or according to or measured 
by their net income. But further condi- 
tions must be complied with, as follows: 

(a) The imposition of any one of the 
above four forms shall be in lieu of the 
others except that form (2) may be 
combined with either form (3) or (4) 
in certain circumstances. 

(b) In the case of a tax on the shares 
the tax imposed shall not be at a great- 
er rate than is assessed upon other 
moneyed capital in the hands of in- 
dividuals coming into competition with 
the business of national banks. 

(c) In the case of a tax on the net 
income the income from tax exempt 
sources is excluded but when the tax is 
imposed according to or measured by 
the net income then the entire net in- 
come received from all sources may be 
included; but in no event shall the rate 
be higher than the rate assessed upon 
other financial corporations nor higher 
than the highest of the rates assessed 
upon mercantile, manufacturing and 
business corporations. 

(d) In the case of a tax on the divi- 
dends, the tax shall not be at a greater 
rate than is assessed upon the net in- 
come from other moneyed capital. 


CONFORMING TO 5219 


IT follows, therefore, that in order for 
a state to exercise its taxing power with 
respect to national banks, it is in effect 
compelled to employ methods of taxa- 
tion with regard to other property to 
meet the standards required by Con- 
gress under Section 5219. To that ex- 
tent there is Federal interference with 
state taxing power but it is an inherent 
result as to which there can be no con- 
stitutional question. This proposition 
was recognized by the Supreme Court 
in Union Bank & Trust Company v. 
Phelps, 288 U. S. 181. The Court said 
at page 187: 


“* * * * It may be vastly more impor- 
tant for the State to omit National Bank 
shares and tax ordinary moneyed capital 
according to a plan not permissible in re- 
spect of National Bank shares rather than 
conform to the standard prescribed by 
Congress.” (Italics supplied. ) 


In Peo. ex rel. Hanover Nat. Bank v. 
Goldfogle, 234 N. Y. 345, the Court 
recognized that the ad valorem taxation 
of national bank shares and the taxation 
of competing moneyed capital through 
the net income method was a violation 
of Section 5219. The Court said (p. 
354) : 


“When it appears on the face of the 
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statute that bank shares are taxed on valu- 
ation at a flat rate and that the owner of 
competing moneyed capital relatively ma- 
terial in amount is taxed on income only, 
the court is powerless to say that equality 
of taxation has been secured and injustice 
prevented. We are forced to compare two 
methods which are wholly unlike. How can 
equality be established or presumed as the 
necessary result of the taxing statutes? In 
a very considerable number of cases the 
valuation tax must inevitably be the 
heavier burden.” 


Thus it is seen that the effect of the 
conditions established by Congress in 
connection with the permission granted 
to the states to tax national banks neces- 
sarily is an interference with a state’s 
sovereign taxing power with regard to 
such other property as the Federal law 
may refer to for comparative tax pur- 
poses. However, in the long line of deci- 
sions under Section 5219 during a 
period of nearly 70 years, no question 
has ever been raised as to the Con- 
stitutional power of Congress in this 
regard. 

As the Supreme Court said, in con- 
sidering the Federal Estate Tax Law, 
in Florida v. Mellon (273 U.S. 12, at 
p. 17): 


“* * * * Tf the act interferes with the 
exercise by the state of its full powers of 
taxation or has the effect of removing prop- 
erty from its reach which otherwise would 
be within it, that is a contingency which 
affords no ground for judicial relief. The 
act is a law of the United States made in 
pursuance of the Constitution and, there- 
fore, the supreme law of the land, the con- 
stitution or laws of the states to the con- 
trary notwithstanding. Whenever the con- 
stitutional powers of the federal govern- 
ment and those of the state come into con- 
flict, the latter must yield.” 


A SUGGESTION 


THUS, in line with the long-established 
policy of Congress to protect national 
banks against excessive and discrim- 
inatory state taxation, it would now 
seem, in the interest and development 
of the desired unified banking organiza- 
tion, that Congress should give similar 
consideration to state banks in the Fed- 
eral Reserve System. Indeed, the latter 
are in effect as much Federal instru- 
mentalities as the national banks. 

To this end, and on the indicated 
authorities above stated, the writer sug- 
gests an amendment to Section 5219 
somewhat along these lines: 


“5. As a further condition upon the ex- 
ercise of the permission for the state taxa- 
tion of national banking associations, their 
net income, shares or dividends thereon, 
state banks or trust companies which are 
members of a Federal reserve bank shall 
not be taxed at a greater rate than national 
banking associations, their net income, 
shares or dividends thereon are taxed by 


CONTINENTAL 


ILLINOIS 


NATIONAL BANK 


AND 


TRUST COMPANY 


OF 


CHICAGO 


Commercial Banking 


the taxing State as provided by this sec- 
tion.” 

It cannot be soundly urged that the 
proposal is an unwarranted interference 
by Congress with the taxing power of 
the states particularly in relation to 
corporations of their own creation. The 
proposed condition guarding state mem- 
ber banks from state taxation greater 
than may be imposed upon national 
banks, is a reasonable protection to the 
Federal Reserve System as the weaken- 
ing of its members is a weakening of the 
System. 

Such an amendment still leaves the 
states free to tax their own banks as 


they see fit, provided only they are 
willing to forego the taxation of na- 
tional banks in furtherance of a desire 
to tax state banks more heavily than 
Congress prescribes for the taxation of 
the Federal institutions. 

Obviously there is no question of 
constitutionality so far as Congressional 
power is concerned. For as the Supreme 
Court pointed out in Union Bank & 
Trust Company v. Phelps, supra, a 
state can determine whether it is more 
important to omit the taxation of na- 
tional banks than to “conform to the 
standard prescribed by Congress” for 
the purposes of such taxation. 
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Friends 


& NITED ST 


Along the Way 


1, variety of insurance written, the Maryland is second 
to no other company. It writes practically every Casualty line. 
It issues Fidelity and Surety bonds of all classes. 


Its 8,000 agents cover every State and are located as well in 
Alaska, Cuba, Puerto Rico, Canal Zone, Panama, Hawaii, Canada, 
and Mexico.—A farflung service invaluable alike to the greatest 
business organizations or the individual policyholder at home or 


in his travels. 


Always say: 
Casualty Company.” 


MARYLAND 


COMPANY: 


( 


F.HIGHLANDS BURNS 


CASUALTY INSURANCE 


“We want our protection through the Maryland 
It means something. 


CASUALTY 


Banking As a Career 


‘ AS banking changed so radically 
and so permanently that it no 
longer holds out the opportunity for a 
useful and honorable career with finan- 
cial rewards commensurate with other 
lines of endeavor?” This question was 
asked by W. A. McDonnell, vice-presi- 
dent of the Bankers Commercial Trust 
Company, Little Rock, at the June 
meeting of the Arkansas Bankers Associ- 
ation. 
“Much has been said recently of 
American banking in comparison with 
Canadian banking,” said Mr. McDon- 


nell, ‘““a comparison in which our system 
has come off a poor second. We will all 
admit that the Canadian system has a 
far better record for percentage of fail- 
ures. But in my opinion that system 
could never have financed a nation 
which within 150 years has started from 
scratch and become the industrial mar- 
vel of the world. 

“I do not mean that no changes in 
our banking system should be made. 
They are already being made, and very 
rightly so. We have caught up on de- 
velopment. If anything, we are over- 


built; we have grown almost too fast. 
We may go slower from now on. 

“It has been charged against Ameri- 
can banking that in this time of dire 
need it has failed to produce leadership. 
This charge is based on the fallacy that 
banking can be cured before business 
is cured. It is born of the same logic as 
that employed by the makers of slow 
and doubtful notes who come to us and 
say that they could have paid if their 
business had not been ruined by the 
banking troubles. It possibly never oc- 
curred to them that if they could have 
paid there wouldn’t have been any bank- 
ing troubles. This charge against bank- 
ing loses sight of the fact that the proper 
function of commercial banking has 
never been to lead business—its func- 
tion is to keep up with business. It per- 
forms the same service for business as 
the coal car does for the locomotive. 

“In my opinion it is time for us to 
answer our critics. As the President of 
the American Bankers Association 
pointed out in a recent address in Chi- 


| cago: ‘A bank is only as sound as its 
| community, and this also applies to the 


banking structure as a whole in relation 
to the economic conditions of the na- 
tion. A bank is truly a semi-public insti- 
tution in a reciprocal sense—it has its 
obligations to the public, but so has the 
public equal obligations to the bank.’ 

“The banking of the future will con- 
tinue to render a service which will be in- 
dispensable to society. It will regain the 
respect of a nation of people who have 
always in the long run been fair in 
their judgments. No matter what form 
banking takes it will again offer ade- 
quate rewards for honesty, sound judg- 
ment, efficiency, perseverance and per- 
sonality. And no matter what form it 
takes, neither red tape nor deposit guar- 
anties nor governmental supervision 
can ever be an adequate substitute for 
good management on the part of the in- 
dividual banker.” 


QO 
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INCLUDING AIR CONDITIONING | 
AND OIL BURNER 


THIS COLONIAL GEM ¢ on Plot 60x100 


Near schools, churches.and station. Built amid 
lovely old trees and desirable neighbors, strictly 


Today’s real estate advertisements stress 
modern improvements 


A Home 
Builders’ 


Clearinghouse 


HE National Association for Better 
Housing has been organized in Chi- 
cago to bring together for study and 


concerted action individuals, trades and | 
professions interested in furthering bet- | 


ter housing and community planning 
and more extensive home ownership. 
According to J. Soule Waterfield, 
vice-president of the Starrett Building 
Company and chairman of the National 
Conference on the Renewal of Home 
Building, the new association will under- 
take to assist potential home builders 


by acting as a clearinghouse for infor- | 
mation, by promoting sound individual | 
and community planning and by helping | 
develop less costly and cumbersome fi- | 


nancial procedure. It will also conduct 
research on housing problems, said Mr. 
Waterfield, and perform a number of 
other related functions. 


The following are serving on the or- | 


ganization committee: James S. Adams, 
vice-president, Johns-Manville Corp.; 
Harland Bartholomew, Harland Bar- 
tholomew and Associates; C. J. Bassler, 
president, Air Conditioning Co.; Louis 
Brownlow, director, Public Administra- 
tion Clearing House; George W. Dul- 
any, Jr., vice-president, National Lum- 
ber Manufacturers Association; Arthur 
G. Erdmann, secretary, Bell Savings, 
Building and Loan Association; Charles 
K. Foster, executive vice-president, 
American Radiator Co.; John R. Fu- 
gard, president, Illinois Society of Archi- 
tects; Willard I. Hamilton, vice-presi- 
dent, Prudential Insurance Co.; Harvey 
Harris, manager, Home Construction 
Division, Sears-Roebuck and Co.; Wal- 
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SERVICE in the Heart 
of the Industrial East 


groupings of Associated 
Gas and Electric properties are 
in New York, Pennsylvania, and 
New Jersey, the heart of the indus- 
trial East. 

Associated industrial customers 
include the great shoeand cloth- 
ing industries of New York; the 
textile trades of Eastern Pennsy!- 


vania; the steel mills and machine 
shops of Western Pennsylvania. 
Industrial users of Associated 
electric, gas, and other services 
number 23,520 out of a total of 
1,404,800 customers. They are di- 
vided among 285 different in- 
dustries, and are located in 26 
States and Canada. 


Associated Gas & Electric System 


61 Broadway 


New York 


ter J. Kohler, president, Kohler Co.; 
Charles F. Lewis, president, Buhl Foun- 
dation; Edward A. MacDougall, presi- 
dent, Queensboro Corporation; E. J. 
Mehren, president, Portland Cement 
Association; John H. Millar, Millar’s 
Housing Letter; Herbert U. Nelson, ex- 
ecutive secretary, National Association 
of Real Estate Boards; Leonard P. 
Reaume, vice-president, Detroit Trust 
Company; O. W. Renkert, president, 
Clay Industries Federation; George 
Richardson, manager, Marshall Field 
Estate; Kenneth E. Rice, vice-president, 
Chicago Title and Trust Company; H. 
W. Seymour, vice-president, Crane Co.; 


Alfred K. Stern, chairman, Illinois 
Housing Commission; N. G. Symonds, 
vice-president, Westinghouse Electric 
and Manufacturing Co.; Ross Tucker, 
professor of building, engineering and 
construction, Massachusetts Institute of 
Technology; H. Vandervoort Walsh, 
professor of architecture, Columbia Uni- 
versity, and F. K. Weyerhaeuser, presi- 
dent, Weyerhaeuser Sales Co. 

Herbert U. Nelson, executive secre- 
tary of the National Association of Real 
Estate Boards, Chicago, is treasurer, 
and Henry A. Guthrie is secretary, with 
offices located at 59 East Van Buren 
Street, Chicago. 
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America comes forth from the depths 


of depression! A new Nation with a 
New Spirit, ready and willing to 
grasp new Opportunities .... The 
U.S. F. & G. goes forward with this 


New Spirit—providing for business 


men the coverage they need to 


protect their properties and their 


profits in the New Era. 


F&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


F&G FIRE 


FIDELITY AND GUARANTY FIRE CORP, 


Home Offices 


BALTIMORE, 


MARYLAND 


| 


Safety Devices for Credit 


Machinery 


ITHOUT complete credit data in 

proper record form, the small bank 
cannot conduct its operations with the 
safety and efficiency demanded by the 
times. 

Credit records should begin with a 
card index of all borrowers—and should 
furnish sufficient records of prospective 
borrower deposits to show the value or 
lack of value of accounts to the bank. 


The start, therefore, should be made 
with a simple 3 x 5 record showing aver- 
age balances. For completeness, this 
card should also show on the reverse 
the names of related accounts, records 
of overdrafts, etc. 

When a customer applies for credit, 
the first step is the filling in and filing 


of his application for credit. This should 
show the business of the applicant, the 


f | object of the loan, the date for payment 


in full, and of course the amount of the 
desired loan. To the reverse side of this 
card should then be transferred the bal- 
ance record of the would-be borrower, 
the high and low points during each 
month, and the loan limit, which 
should specify clearly the maximum 
credit line, which can be set either by 
the executive officer or by the loan com- 
mittee. With this record, every officer 
of the bank entitled to such information 


| | has definite facts. 


Supplementing this card record, which 
can be kept in the officer’s desk, there 
must be a credit folder for each borrow- 


| er, containing statements of assets and 


liabilities, agency and personal investi- 
gation reports and other pertinent data. 
Such folders should be made to fit your 
regular files and be composed of tough 
durable paper to stand wear and tear. 
Property statements should be an in- 
tegral part of these data, and should err 
on the side of detail rather than terse- 


ness, for the more facts, the broader the 


| basis for sound judgments and the 


lower the percentage of losses on loans. 


FORMS AVAILABLE 


DIFFERENT types of information are 
needed from mercantile houses than 


| from manufacturers or individuals and 


the Bank Management Commission of 


| | the American Bankers Association has 


forms that meet these varied require- 
ments, samples of which are available 
upon request. 

It is not enough to obtain statements 
| —a comparison between statements is 
| an essential step, and experience en- 
| ables the loan officer quickly to spot 
| progress or retardation. An opinion 
| sheet is also a necessary part of every 

credit file, where objections or adverse 
| thoughts are noted and marked in red 
for careful consideration. 

Every bank must prepare against the 
eventuality of loss through death of its 
executive officers, and the credit file dis- 
cussed above affords insurance against 
this danger by supplying in black and 
white the facts which have motivated 
the granting of loans, and will be neces- 
sary to guide the thinking of every 
officer vested with loan authority. 


One side of the credit application record 


Comment and Instructions 
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A Guide 
For Lending 


ITH the shift in economic condi- 

tions that has taken place in the 
past few months and the prospects for 
increased demands for loans that are 
almost certain to follow higher com- 
modity prices and larger payrolls, it may 
be helpful to bankers to recall the fun- 
damental conditions of a sound loan 
policy outlined by the Bank Manage- 
ment Commission of the American 
Bankers Association a few years ago: 


1. Credit risks being equal, the cus- 
tomer who contributes most to deposits 
is most entitled to accommodation. 


2. The relationship between balances 
and loans varies with the situation of 
the individual bank, but experience has 
resulted in the adoption of a 20 per cent 
tule as a base for calculations. 


3. The right to credit must be earned. 


4. Borrowers should maintain ade- 
quate cash balances to insure a safe, 
liquid position. 

5. The activity of a borrower’s account 
is a vital factor in determining what 
constitutes a fair monthly balance. 


BALANCE CARDS 


IN keeping track of loans, average bal- 
ance cards are helpful. Such cards 
should include all loans of $500 or more, 
and should be printed on both sides, the 
front provided with spaces for average 
monthly balances for five years with an 
extra column for loans, while the reverse 
provides for a detailed record of the 
customer, including payment records, 
the uses made of bank services and any 
indirect transactions wherein the cus- 
tomer appears as endorser. 

It is also important that a bank know 
constantly how diversified its loans are 
and how much money is outstanding in 
each field of borrowing activity. A 
breakdown of loans not only under 
major classifications, but by types of 
stores or professional men, for example, 
is essential and if kept accurately will 
eventually supply banking with “mortal- 
ity” statistics covering loan-loss possi- 
bilities as accurate as those now pos- 
sessed by insurance companies. 

Diversification of security is another 
point on which information is impor- 
tant—the percentages of unsecured, en- 
dorsed and collateral loans, and what 
sorts of collateral are included. 

Size of loans is another important 
factor in the estimation of costs and 


Dividend Notice 

Common Stock Quarterly Dividend No. 96 of 75 cents per share, payable 
August 15, 1933, to stockholders of record July 20, 1933. 

$6.00 Preferred Stock Quarterly Dividend No. 104 of $1.50 per share, payable 
July 15, 1933, to stockholders of record June 30, 1933. 

Dividends on the foregoing issues, as well as on al] the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 


the initial dividend. 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


- 


Consolidated Statement of Revenues, 
Cash Dividends for the Twelve 
Ended June 30, 1933 


Gross REVENUE 
Operating Expenses 


Taxes . 


Total 
Deduct Bond Interest 


Deduct: 
Depreciation 
Amortization of Discount and 
Expense on Securities . 


Total . 


Preferred Stock 


Total 


Dividends on Preferred Stock 


REMAINDER TO SURPLUS 
Balance Available for Dividends 


(* Deficit) 


profits. A predominance of small loans 
means higher costs, and an analysis of 
the figures may reveal the need for an 
immediate application of a_ service 
charge to plug a serious leak. The small 
loan, however, must not be ignored as 
a field for the employment of a bank’s 
funds on a profitable basis. A vast ma- 
jority of the total loans in the Canadian 
banking system—80 per cent of the 
total in one great institution—are for 
less than $200 and give these banks a 
liquidity and diversification of great 
value. American bankers can well afford 


Net ReveNveE BeroreE INTEREST . 


Net RevenveE Arter Bonp INTEREST 


Net REvENvE Berore DivipENpDs 
Deduct Dividends of Subsidiaries: 


Common Stock, Minority Interest 


AVAILABLE FOR DIvIDENDS ON COMMON STOCK . 
Gash Dividends on Common Stock 


on Common Stock Equals, Per Share 


Expenses and 
Months 


$44,768,802.20 


OperRATING EXPENSES AND TAXES: 
$19,124,616.43 


5,384,732.94 
24,509,349.37 
"$20,259, 452.83 
5,374,611.86 
$14,884,840.97 


$7,116,044.79 


. 277,678.72 
7,393,723.51 
$7,491,117.46 


$1,755,842.75 
264.00 
$1,756,106.75 


AVAILABLE FOR DIVIDENDS ON PREFERRED AND 
Common Stock or Paciric Ligutine Corp. 


$5,735,010.71 
999, 178.60 
$4,735, 832.11 
4,825,893.00 


*$90,060.89 


$2.94 


PACIFIC LIGHTING CORPORATION, 483 CALIFORNIA ST., SAN FRANCISCO 


to study Canada’s methods in this re- 
spect and render service in a field which 
has perhaps been left too wide open to 
other organizations which absorb profits 
that logically belong to the commercial 
bank. 

The matter of amortized payments 
on small loans is another subject requir- 
ing the careful study of bankers. The 
amortization method has given a good 
account of itself in these depression 
years, and it is capable of many new 
applications, based on the ebb and flow 
of loanable funds in the bank. 
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Experience and organization are 


necessary to serve financial insti- 
tutions adequately and efficiently. 


“Our Fiftieth Year” 


AMERICAN SURETY COMPANY 


OF NEW YORK 


Fidelity, Blanket and Surety Bonds, Burglary, 
Forgery, Plate Glass, Automobile and 


Liability Insurance 


Our Agents Are Everywhere and Ready to Serve 


HENRY BRUERE ALLAN M. POPE 


The F. A. A. 


Convention 


HE Financial Advertisers Associa- 
tion convention at the Waldorf in 
New York, September 11-14, may mark 


| a turning point in banking’s public re- 
| lations. Three years of adversity have 
persuaded bankers that many of their 


present difficulties may be laid to neg- 


| lect of this field. Bankers are coming 
| to realize, as never before, that here- 


after they must take the public more 
fully into their confidence. More pub- 


| licity of the kind which explains banks 


to the public is admitted to be necessary. 
To crystallize banking opinion on this 
question and make possible the develop- 


| ment of an intelligent public relations 
program, the Financial Advertisers As- 


sociation, composed of the publicity 
and advertising directors of banks and 
investment houses of the country, will 
provide the opportunity for a thorough 
discussion of it on a national scale by 


| making public relations the theme of 


its convention. 
Because of the nature of its program 


| the convention is expected to be one of 


the major banking gatherings of the 


| year. Its importance is indicated by the 


group of outstanding banking figures 
who have agreed to address it. The 


| group includes: 


Francis H. Sisson, President of the 
American Bankers Association; Henry 
Bruére, president of the Bowery Savings 
Bank in New York; James L. Walsh, 
vice-president of the National Bank 
of Detroit; Col. Allan M. Pope, re- 
cently president of the Investment 
Bankers Association of America and 


| now president of the First of Boston 
| Corporation; Thomas R. Preston, past 
| President of the American Bankers As- 


sociation, president of the Hamilton 
National Bank, Chattanooga, Tenn.; 
John H. Puelicher, also a past Presi- 
dent of the American Bankers Associa- 
tion, president of the Marshall & IIsley 
Bank, Milwaukee; Bayard F. Pope, 
executive vice-president of the Marine 
Midland Corporation, and Guy Emer- 
son, vice-president of the Bankers Trust 
Company in New York City. 


Mr. Bruére will give a talk entitled “‘The 
Business Man Comes Into Banking”. 
Mr. Allan M. Pope’s subject for the con- 
vention is “The Obligation of the In- 
vestment House to the Public” 
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“Bankers 


Are 
Equipped” 


HE Commission on Banking Law 

and Practice of the Association of 
Reserve City Banks issued a report at 
the end of July saying that the present 
emergencies have placed upon bankers 
the responsibility for offering construc- 
tive proposals for fundamental reforms 
in the nation’s banking system. The re- 
port recognizes the need for a compro- 
mise between free and easy banking and 
a system that is loaded down with cum- 
bersome laws. 

“Bankers are better equipped,” says 
the report, “than any other group to 
point out the difficulties in the present 
system and to suggest remedies for these 
difficulties. 

“The records show that bankers have 
repeatedly raised their voices in protest 
against the easy granting of bank char- 
ters, but these bankers have been in the 
minority and public opinion has swept 
over them. The bankers also know that 
a very definite share of the responsibility 
for the present situation rests upon the 


The whole subject of Federal legis- 
lation as it affects banking and the 
Reserve System will be thoroughly 
discussed at the various sessions of 
the 59th Annual Convention of the 
American Bankers Association, at 
Chicago, September 4, 5, 6 and 7. 


JOURNAL, September 


1933 


hevever your Business 
Extends in CANADA 


there is the Bank of Montreal 


From Halifax to Vancouver there is no city or town of im- 


portance without the services of the Bank of Montreal. 


Banks and trust companies are thus afforded unexcelled 


facilities for the handling of their Canadian business. 


BANK OF MONTREAL 


Established 1817 


OVER 550 BRANCHES IN 


OFFICES in the 


NEW YORK AGENCY 
CHICAGO OFFICE 
SAN FRANCISCO OFFICE 


= 


CANADA 


Head Office : 


AND NEWFOUNDLAND 


Montreal 


UNITED STATES 


64 Wall Street 
27 South La Salle Street 


Bank of Montreal (San Francisco), 


333 California Street 


TOTAL ASSETS IN 


EXCESS 


D 


OF $700,000,000 


Government itself. Federal charters 
have been too freely issued.” 

The report states, in regard to the 
permanent fund for deposit guaranty, 
that “if it proves to be the case that the 
operations of this plan threaten the sta- 
bility of the strong banks of the country, 
the common sense and fair play of the 
public and of Congress will lead to suit- 
able modifications. 

“A number of bankers have recently 
been quoted in the public press to the 
effect that they propose withdrawing 
from the Federal Reserve System as a 
result of the threats to the solvency of 
their institutions involved in the pro- 
posed permanent guaranty plan. Our 


recommendation is against such action. 

“Tn the first place we believe that any 
attempt on the part of a large number 
of banks to withdraw from the System 
might be met by legislation which would 
render it impossible to operate outside 
of the Federal Reserve System. In the 
second place, we feel it to be self-evident 
that if a large group of banks were to 
withdraw from the System and as state 
non-member banks were successfully to 
oppose legislation attempting to force 
them back into the System, the resulting 
controversy and discussion could not 
fail to upset public confidence in the 
banks as a whole and to produce another 
serious banking situation.” 
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Please write us. 


THE 


Capital Paid Up $7,000,000. 


New York Office, 
49 Wall Street. 
A. W. Rice, Agent. 


The Royal Commission 
Is Studying the 
Canadian Bank Act 


IT was stipulated in the last Canadian 
budget that a survey be taken of the 
entire Canadian banking, currency and 
credit system, and a report submitted to 
the Parliamentary Commission at its 
next session, when the matter of the de- 
layed decennial revision of the Bank 
Act will be acted upon. 

The Royal Commission, charged with 
responsibility for this important inves- 
tigation will be headed by Lord 
MacMillan, eminent British jurist. 
Other members will include Sir Charles 
Addis, English banker and economist; 
Sir Thomas White, wartime Minister 
of Finance and vice-president of the 
Canadian Bank of Commerce; Honor- 
able J. E. Brownlee, Premier of Alberta, 
and Beaudry Leman, general manager, 
Banque Canadienne Nationale.’ 

Among the questions to be studied 
by the Royal Commission will be the 
advisability of setting up a central bank 
in the Dominion, for the purpose of 
controlling and stabilizing credit and 
lessening economic strains. 

As a trade debtor, Canada’s posi- 


We invite the Canadian accounts of United 
States banks and their customers. 


We offer our facilities to manufacturers and 
others locating branches in Canada. 


DOMINION BANK 
Head Office—Toronto 
Established 1871 


Dawson, General Manager 


Reserve Fund $9,006,000. 


Branches and Correspondents throughout Canada 


London, England, Office, 
3, King William St., E.C.4. 
T. Witvinc, Manager. 


tion differs materially from that of other 
countries, notably England and France, 
with strong central banks, and there 
is some question in the minds of Ca: 
nadian bankers as to whether such an 
institution could render effective service, 
as the main function to be rendered by 
a central bank hardly exists. 

In discussing this proposal before 
a recent meeting of the Canadian Bank- 
ers Association, its president, J. A. 
MacLeod said: 

“If we were to create a central bank 
in Canada, it would inevitably rouse 
extravagant expectations in the minds 
of a great many people. Most of these 


1933 
The Canadian 


Bankers’ Association 


(CONTINUED FROM PAGE 31) 


ing fund to facilitate the settlement of 
balances of clearinghouses located in 
Montreal, Toronto, Winnipeg and Van- 
couver. Each bank is required to keep 
a supply of Dominion notes in the 
custody of the trustee sufficient to meet 
its adverse balances from time to time. 
The Association ‘is authorized to ex- 
amine these funds at least yearly. 

In 1913 provision was made in the 
Bank Act for the establishment of a cen- 
tral gold reserve, wherein a bank may 
deposit gold coin or Dominion notes 
against which it can issue its own notes 
in an equal amount. The Bankers’ As- 
sociation is authorized to make by-laws, 
rules and regulations regarding the cus- 
tody and management of this reserve, 
It futhermore appoints three of the four 
trustees who administer the fund. 

The Association naturally interests 
itself in any proposed legislation re- 
specting banking and related matters. 
Its activity in this connection, uniform- 
ly conducted on a high plane, includes 
the publication of pamphlets, the giving 
of testimony before committees, editing 
of news items, etc. 


expectations would be doomed to dis- 
appointment, firstly, because as a debtor 
country we have a limited freedom of 
action in times of stress; secondly, be- 
cause as a young country we possess an 
essentially simple financial machinery 
which has been a natural growth and 
which, therefore, cannot easily be ma- 
nipulated artificially. It is sincerely to be 
hoped that, until this problem has been 
explored fully, none of our political 
leaders will so far commit themselves 
on this great question, as possibly to 
discover at some time in the future that 
the fulfilment of their pledges would 
affect the country’s financial soundness.” 


Parliament Buildings, Ottawa 


KEYSTONE 
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Public Relations, Rule 1 


(CONTINUED FROM PAGE 18) 


or technical character. His particular 
stock in trade, however, is an under- 
standing of public sentiment and public 
demand. As in every other major ac- 
tivity of a bank, it is important to have 


Thomas R. Preston, president of the 
Hamilton National Bank, Chattanooga, 
and formerly President of the American 
Bankers Association, will discuss ‘The 
Public’s Obligation to the Banks” at the 
Financial Advertisers Association Con- 
vention September 11-14 in New York 


this type of mind in charge of the bank's 
public relations. More than that, his 
judgment must be relied upon in his 
own field just as the judgment of a 
loan or trust officer is relied upon in 
his work. Otherwise the man is not 
fitted for the position, and does not 
merit the responsibility. If he is trust- 
worthy, he should be given an oppor- 
tunity to do the job, to the same extent 
as other executives. 

Back of all these attacks on public 
opinion lies the question of executive 
policy. It has not perhaps been cus- 
tomary in banking to consider public 
relations a major effort. That attitude 
is being altered rapidly. It is more gen- 
erally being conceded that banks are 
dependent entirely on the public. It is 
the public’s funds which they are han- 
dling, and it is from the use of these 
funds that profits accrue to stockholders. 
The public has a stake in the business 
and it is becoming more and more clear 
that the public will insist upon knowing 


more about any business in which it | 


has this stake. It is not so clear, how- 
ever, how the banks are proposing to 
handle the problem which they now 


recognize to exist. To me, it resolves it- | 


self into an easy formula. 


A Bank’s Code and Personality 


EACH bank has a personality and a more or less well defined 
code of practice. It observes fundamental rules in the conduct 
of its business, and it strives more or less coherently to develop 
a definite set of characteristics. A little thought will determine 
what constitutes this personality, what these characteristics are 
and what the code of practice is. Every public announcement of 
the bank should conform to and depict the personality of the 
bank. Employees should be trained to understand that person- 
ality and to mould their own actions to it. This means that the 
bank itself, through its executives, lays down a policy to be 
pursued in public relations, a policy which is comprehensive and 
embraces all points at which the bank meets the public. It must 
be remembered that a bank’s reputation is not the product of a 
day or year, and that conscious development of a personality 
and a standard which is understood by its customers is a matter 
of years of uninterrupted effort. 

The first opportunity afforded banks to discuss this vital 
subject fully will be the 18th Annual Convention of the Finan- 
cial Advertisers Association to be held at the Waldorf-Astoria 
in New York, September 11-14. 
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Financial and Industrial America 


are watching Houston, because 


* Houston is the largest city in 
Texas and the second largest city 
in the South. 


* Houston is Texas’ leading in- 
dustrial city, first in number of in- 
dustries and first in industrial pay- 


rolls. 


* Houston is the third export port 
and the sixth port in total foreign 


commerce of the United States. 


® Houston is the center of the 
largest oil producing area in the 
United States. 


* Houston is the largest spot cot- 
ton market and the leading cotton 


FIRST 
NATIONAL 
BANK 
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THE 


Head Office 
MONTREAL 


(CONTINUED FROM PAGE 9) 
curtailment has been at a rate of rough- 
ly $200 a bale. 

Alabama and Arkansas joined the 
procession of states ratifying the repeal 
of the Eighteenth Amendment, on July 
18, Tennessee took its place in the Wet 
column on July 20, and Oregon fol- 
lowed—the twentieth state—on July 21. 

Strikes of serious proportions de- 
veloped during the month—one among 
the soft coal miners of Western Penn- 
sylvania; the other among the _ inde- 
pendent dairymen of northern New 
York. 

On August 1, one miner was killed 
and three were critically wounded in the 
soft coal fields in the bloodiest day in 
the history of the Fayette County coke 
region, center of coal strikes for the 
past 12 years, on and off. 

The same day five farmers were 
clubbed unconscious as the milk strike 
got under way in four New York coun- 
ties. The strike was organized by Albert 
Woodhead, a Rochester business man, 
and Stanley Piseck, a Boonville, N. Y., 
dairyman. The striking farmers de- 
manded a larger share of the consumer’s 
dollar than the Milk Control Board was 
willing to give them. 

General Hugh Johnson took steps on 


OF PROVEN STRENGTH 


FORMING a connecting link between 
business in the United States and Canada, 
The Royal Bank of Canada, with more 
than 700 branches reaching from the At- 
lantic to the Pacific, is firmly established 


upon the bedrock of over sixty years of 


ROYAL 
O F CANADA 
Resources Exceed 700 Million Dollars 


BANK 


NEW YORK 
68 William St. 


August 2 to end the coal strike. He sum- 
moned Thomas Moses, president of the 
H. C. Frick Coke Company, and held 
a three-cornered conference with Moses 
and Governor Pinchot of Pennsylvania, 
who had been trying to bring about a 
reconciliation. 

The upshot of this conference was 
the announcement by the President the 
day following that a truce had been 
called. Miners and employers agreed 
to end hostilities pending the setting up 
of a code under the National Industrial 
Recovery Act. 

President Roosevelt issued an appeal 
on August 5 for an end of strikes and 
lock-outs. He named a board of seven 
to act as a super council of mediation 
to consider the disputes threatening to 
disrupt progress of recovery. The board 
includes Senator Robert F. Wagner, 
William Green, Leo Wolman, John L. 
Lewis, Walter C. Teagle, Gerard Swope, 
and Louis E. Kirstein. 

The dollar struck a new low on July 
18, when it fell to 68.7 cents in terms 
of the French franc. Sterling reached 
$4.85. 

The stock and commodity markets 
suffered the worst breaks in years on 
July 19, 20 and 21, the Chicago Board 
of Trade finding it necessary, at the end 


Recently 


of two furious days of falling prices, to 
suspend trading for the time being. 
Turnover on the New York Stock Ex- 
change was 8,118,000 shares on July 20 
and 9,573,000 shares on July 21. Stock 
Exchange officials decided to cut the 
trading day from five to three hours 
until July 31. 

General Motors, reporting earnings 
for the second quarter, on July 25, 
showed a net income of $41,198,000, 
against $6,870,000 in the corresponding 
period a year earlier. Net of the United 
States Steel Corporation in the second 
quarter was $4,881,554 against a net 
loss of $3,795,473 in the first quarter. 
It was the first profit from operations 
shown since 1931. 

The New York Central Railroad, on 
July 26, reported an operating income 
for June of $4,384,965, against $192,- 
052 in June, 1932. 

Bethlehem Steel, reporting a day 
later, revealed an operating income of 
$1,669,559 for the second three months 
of 1933. 

The wheat market, which had re- 
opened on July 24, and which had lifted 
the minimum price restriction four days 
later, was forced to reimpose that limita- 
tion on July 31, when the decline 
showed signs of renewed persistence. 
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KEYSTONE 


The Senate’s racketeering investigation 
was held in New York City, August 14- 
15, with Senator Royal Copeland presid- 
ing. Above, James Bolan, New York po- 
lice commissioner, is testifying 


The order was effective until August 16. 

In a state-wide reorganization of the 
title and mortgage guaranty business, 
George S. Van Schaick, superintendent 
of insurance, took over for rehabilita- 
tion on August 2 six companies with 
liabilities of $1,336,000,000 and assets 
of $101,800,000. 

In a 7-3 decision handed down on 
August 5, the Interstate Commerce 
Commission refused to order a general 
reduction in freight rates. 

The Stock Exchange announced sev- 
eral minor reforms on August 2. They 
included the establishment of uniform 
minimum margin requirements, the 
filing of information by pools as to their 
activity, and restrictions on the activi- 
ties of customers’ men. 

The Treasury on July 30 announced 
the first long term financing in nearly 
two years in connection with its August 
15 borrowing operations. It offered 
$500,000,000 314 per cent bonds due in 
1941; also, $350,000,000 15g per cent 
notes due two years hence. The two 
issues were heavily oversubscribed. 

The tenseness of the situation be- 
tween Germany and Austria was ac- 
centuated on July 21, when six German 
airplanes flew over Vienna, dropping 
leaflets attacking the government. 
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GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET ~- New York, N. TY. 


OFFICES IN 


PRINCIPAL 


CITIES 


Distributed by 
4dministrative and Research 
Corporation 
Through a National Group of 


Investment Houses and Banks 


London on August 2, oversubscribed, 
almost before the books were opened, 
an issue of £15,000,000 4 per cent Ca- 
nadian bonds. It was the first Canadian 
Government loan floated there in 21 
years. 

Trouble began to brew in a new sec- 
tor of Latin America on August 3, 
when the unions in a number of indus- 
tries in Cuba pledged themselves to 
support striking omnibus, truck and 
taxicab drivers. 

On August 9, from his vacation resi- 
dence at Hyde Park, President Roose- 
velt called upon Cuba to “submerge its 
political differences in the interest of 
the problems of depression and starva- 


be 


obtained upon request 


Prospectus may 
to Administrative and 
Research Corporation, 
Place. 
Jersey City, N. J., or 


15 Exchange 


authorized dealers. 


tion”. That same day Machado de- 
clared a state of war and ordered the 
army to take control of the situation. 
Machado resigned Aug. 12 and fled 
by airplane to Nassau. The new presi- 
dent is Dr. Carlos Manuel de Cespedes. 
H. Warner Martin, banker of At- 
lanta, Georgia, began work in Washing- 
ton August 15 as Assistant to the Gov- 
ernor of the Federal Reserve System. 
Previous to his Federal appointment 
Mr. Martin was president of the Trust 
Company of Georgia and vice-president 
of the First National Bank of Atlanta. 
Mr. Martin has served the Ameri- 
can Bankers Association as a member 
of its Executive Council. 
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Well qualified .... 


with every facility for handling the 


business of out-of-town banks or 


bankers. Your account is invited. 


Crry Nationa Bank 


AND TRUST COMPANY of Chicago 


208 South LaSalle Street 


VARIN ORGANIZED 


HEN New York City banks 

agreed 80 years ago to form a 
Clearing House, the following details of 
the plan were made public. 


1ST. A room shall be provided, suffi- 
ciently large to afford suitable accommo- 
dations. 

2nd. A manager shall be appointed 
to take charge of, and, with the assis- 
tance of his clerks, perform the duties 
devolving upon him. 

3rd. It shall be the duty of the man- 
ager to prepare, from statements fur- 
nished him by the banks, a general 
statement, showing the position of each 
bank, whether as debtor or creditor. 

4th. The settling clerk of each bank 
shall repair to the Clearing House with 
a list of his exchanges, at nine o'clock 
in the morning, and take his place at 
his desk. 

5th. The porters, at the same hour, 
will go to each bank’s desk, and make 
with its clerk their exchanges, having 
their amounts entered in their pass- 
books, as at present (these entries being 
simply intended as receipts). Having 
made their exchanges, the porters will 
return to their respective banks, carry- 
ing the money received by them, as at 
present. 

6th. The settling clerk having en- 
tered on his list the amount received 
from each bank, against the amount de- 


livered to each bank, and struck the 
balance, shall deliver the same to the 
manager. 

7th. At one o'clock, P. M., the debtor 
banks shall appear at the Clearing 
House, prepared to settle the balance 
due by each, and at the same hour the 
creditor banks shall appear and receive 
the amounts due to them. 

8th. This being done, and the full 
receipts, both for the debtor as well as 
the creditor balances, registered on the 


4 


| record statement of the Clearing House, 


the manager will announce that the set- 


| tlement is effected. 


9th. All errors and reclamations shall 


| be settled at the bank counters, as at 
| present, 
| made, on any pretence, in any state- 
| ment or list, after it has been furnished 
| to the Clearing House. 


and no alteration shall be 


10th. The banks associated for Clear- 
ing House purposes shall from time to 


| time appoint one of their own number 
| to be a depositary, to receive, in special 
| trust, such coin as any of the associated 


banks may choose to send it for safe 
keeping. The depositary shall issue cer- 


| tificates in exchange for such coin, in 
proper 


form, and for convenient 
amounts. Such certificates shall be ne- 
gotiable only between the associated 
banks, and shall be received by any of 


| them in payment of balances, at the 
| Clearing House. It being expressly un- 


derstood that such special deposits of 
coin are to be entirely voluntary, each 
bank being left perfectly free to make 
them or not, at its own discretion. It 
being further understood that the coin 
on deposit is to be the absolute property 
of those of the associated banks who 
from time to time may hold the certifi- 
cates, and is to be held by the deposi- 
tary, subject to withdrawal on presenta- 
tion of the proper certificates, at any 
time during banking hours. 


The New York Clearing House as it ap- 
peared near the end of the century. The 


cut is from James G. Cannon’s book 


“Clearing Houses” 
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Typical Warnings 


“SUBJECT to the correctness of the inventory which was certi- 
fied to us as correct by officers of the corporation—” 


“Subject to the limitations as to the extent of our examination 
as set forth in the text of this report—” 


“Subject to the adequacy of depreciation—” 


“According to the best of our information and the explana- 


tions given to us—” 


“Subject to the comments forming a part of our report—” 


Certifications on the 


Customer’s Statement 


NCERTIFIED or inadequately 

certified statements of borrowers 
are a frequent source of loss to banks. 
Philip S. Suffern, president of the So- 
ciety of Certified Accountants of New 
Jersey, told the New Jersey Bankers 
Association some time ago that too great 
a reliance should not be placed “on the 
fact that an accountant has signed some 
form of a certificate appearing on a 
balance sheet or some other form of 
financial statement.” 

Yet, the proper certification on a cus- 
tomer’s statement means a great deal. 
To the customer it means that accu- 
tracy is required on the statement itself, 
and that any other statements regarding 
the business or its prospects must be 
tempered with caution. To the public, 
the knowledge that certification is re- 
quired on borrowers’ statements devel- 
ops confidence in the bank that requires 
it. And to the banker it means that he 
is furnished with information on which 
he may confidently and safely “base his 
lines of credit and look for future per- 
formance in accordance with determined 
facts and carefully considered fore- 
casts.” 

This is particularly true, said Mr. 
Suffern, when a complete audit has 
been made; when responsible certified 
public accountants do the work; when 
the certificate clearly defines the ac- 
countant’s opinion and cannot be mis- 
understood; when personal relations are 
permitted and established between the 
banker and the accountant; and when 
the accountant’s work for the bank’s 
customer does not end with the delivery 
of the report, but carries on in a more 
or less continuous way throughout the 
year. 

What a certification means depends 


largely upon what the accountants have 
been requested to do, the conditions 
they find and how they report. As 
pointed out by Mr. Suffern, they may 
have been directed to make a detailed 
audit for the period under review; or 
they may have been told to make an 
audit or examination of the assets and 
liabilities as of the closing date of the 
company’s fiscal year or at any other 
date, and only review the transactions 
covered by the income account; or they 
may have been told to make only a 
balance sheet examination with no re- 
view or reference to operations, or they 
might receive many varied kinds of in- 
structions that would decrease or limit 
the scope of their work and produce less 
than a full audit. Naturally, there is a 
wide variety in the wording of the cer- 
tification, and this emphasizes the im- 
portance of the banker’s considering it 
carefully “not -for the purpose of seeing 
if there is some hidden meaning barely 
hinted at in the accountant’s certificate, 
but in order to see what the accountant 
clearly states as to his findings, opinions, 
and/or qualifications.” 

Certifications can be made more help- 
ful in many cases by consultation ar- 
ranged for the banker and accountant 
to discuss points that are either not cov- 
ered or merely touched upon in the 
report, or to provide further informa- 
tion to explain special qualifications or 
warnings included in the certification. 
Moreover, before audits or examina- 
tions are undertaken, the banker may 
well insist upon the customer’s arrang- 
ing a joint conference. In this way spe- 
cial information which the banker seeks 
may be requested and the accountant 
may know in advance his wishes. This 
has been recommended in a report by 
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and the Southeast! 


E cordially invite 
the members of the 
American Bankers Asso- 
ciation to use the broad 
facilities of this bank in 
handling their business in 


this section of the South. 


The 
FIRST 
NATIONAL 

BANK 
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Atlanta 
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the joint committee of the New Jersey 
Bankers Association and the Society of 
Certified Public Accountants of that 
state. 

Other benefits of an audit can well 
relate to the future of a business. For 
example, the accountant can help in 
studying and interpreting the customer’s 
operating accounts and cost figures, in- 
stalling proper cost records, pointing 
out leaks, revealing the products that 
produce the profits and those that show 
losses, and analyzing to permit plans to 
be made for the future. Establishing 
budgetary controls and verifying the 
work of the budget are other services. 


* 
This Bank Knows 
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Danking 
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(CONTINUED FROM PAGE 5) 

was caught long 13,000,000 bushels of 
wheat. Following this episode—which 
was primarily responsible for the break 
in other markets as well as wheat—the 
Board of Trade rushed through a num- 
ber of reforms, not the least important 
of which was one calling for higher mar- 
gins. 

Not long afterward the Stock Ex- 
change likewise announced a series of 
new restrictions, including minimum 
margins, limitations on the activities of 
customers’ men, and the filing of infor- 
mation with the governing committee 
concerning the operations of pools by 
exchange members. 


Surveying the broad course of the 
markets between their lows prior to the 
reopening of the banks last spring to 
their levels of mid-August, it is seen 
that stocks, as noted above, rose 28 
points, dipped 12 points and rallied 6 
points, showing a net gain of 22 points. 
Bonds rose from a low on March 3 of 
80 to a high on July 19 of 91, receded 
moderately to around 88 plus, and 
closed on August 15 at between 89 and 
90. Wheat, which had fallen to 45144 
cents a bushel the first week of the year, 
soared to $1.201¢ on July 17, then 
slipped off more or less steadily right 
up to the middle of August, closing 
August 15 at 921% cents, for a loss of 


| 28 cents from its high, 


| price between December, 


KEYSTONE 


| Frederic A. Delano is chairman of the 


Public Works Administration’s national 
planning board, created to assist Secre- 


tary Ickes and the cabinet advisory board 


The Condition 


but still 465¢ 
cents, or more than 100 per cent, above 
its bottom level of the year. Corn, after 
rising from 265¢ cents to 717%, fell to 


| 493¢ cents in the chronically sick grain 
| market of early August, and cotton, 


which had touched 12 cents on July 18, 

declined to a little more than 9 cents. 
The cotton market recorded a differ- 

ent story than the grain market. Cot- 


| ton, because of the distinctly less favor- 


able statistical position, had not en- 
joyed as sensational a rise as wheat, al- 
though, as has been seen, it doubled in 
1932, and 
July. Its reaction would probably have 
been correspondingly modest had it not 
been that the August 1 cotton crop re- 
port proved a severe jolt to prices. 

Not only was this report a disappoint- 
ment to the trade, but it was a disap- 
pointment to those many followers of 
the activities of the agricultural relief 
administration who had been led to be- 
lieve that the cotton crop curtailment 
program had been a great success. From 
the standpoint of acreage reduction it 
seems to have been all of that, but from 
the practical standpoint of crop reduc- 
tion it seems to have been distinctly un- 
satisfactory. Though the crop reporting 
board was able to announce that out of 
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GLOBE 

Professor William Ogburn of the Uni- 

versity of Chicago has resigned from 

the staff of NRA, stating that consumers 
are inadequately safeguarded 


of BUSINESS 


41,000,000 acres planted this spring 


only 29,000,000 would remain for har- | 
vest, thanks to the “ploughing in” by | 


SHIP by Air Express— 


| Save Three Days Between Coasts 


85 
deliveries between 
New York and Chicago, and a 
saving of three days between 
coasts are typical of the speed 
with which Air Express links 85 
principal cities by air. Fast rail 


Overnight 


connections extend this speedy 
service to over 23,000 other Rail- 
way Express Agency points, and 
provide for dependable move- 
ment of shipments. Pick-up and 
delivery in leading towns place 
shipments under one responsible 
organization. Hand-to-hand sig- 
natures and duplicate receipts 
insure safety and establish def- 
inite proof of both shipment and 
delivery. The nearest Railway 


Express Agent has new low 


rates and schedules. 


|AIR EXPRESS 


DIVISION OF 


RAILWAY EXPRESS AGENCY 


INCORPORATED 


farmers, it also found it necessary to | 
admit that that 29,000,000 acres would | 


yield within 700,000 bales as much as 
the 36,000,000 acres harvested a year 
ago, 12,300,000 bales, against 13,000,- 
000. So far as the trade was concerned 
this was a blow, because a crop of only 
about 11,000,000 bales had _ been 
looked for; so far as the consumer— 
and payer of the processing tax—was 
concerned it was a blow, because it 
meant that he would have to pay out 
more than $125,000,000 this year on 
domestically consumed cotton for the 
meagre satisfaction of seeing between 
9 and 10 per cent of the carry-over done 
away with. 

This news prevented a rise in cotton 
prices following their July break which 
might, under other circumstances, have 
roughly paralleled stock prices. 

Reflecting the essentially speculative 
element behind business during its 
extraordinary early summer rise, the 
latter’s curve synchronized with that of 
stocks and commodities with almost ab- 
solute perfection. The peak of the busi- 
ness advance, like the peak of the mar- 
ket rise, came exactly in mid-July. 


CHICAGO CLEVELAND 


DELUXE 
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BANK CHECKS 
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Generally speaking, however, busi- 
ness gave a better account of itself than 
the financial markets during the month 
covered by this review—July 15- 
August 15. Certainly it was far better 
than that of the grain market. Some of 
the more volatile industries, such as the 
textiles, showed a sharp falling off in 
activity, but so far as the more baro- 
metric indices of production are con- 
cerned, it would be more accurate to say 
that they “flattened out” than that they 
turned sharply downward. 

Steel ingot production, which rose 
between March 25 and July 15 from 14 
per cent of capacity to 59 per cent, or 


more than 300 per cent, declined to 58 
per cent in the week ended July 22 and 
57 per cent in the week ended July 29, 
to cling tenaciously at that figure for 
the next fortnight. Electric power pro- 
duction did even better. Compared with 
a year ago it showed a reduction of 
10.6 per cent when this movement be- 
gan; it reached its peak in the week 
ended July 29, in actual kilowatt hours, 
though its comparative showing as 
against last year was actually better in 
the first week in August. At that time 
it was bettering the corresponding 1932 
figure by 15.6 per cent. 

Business’ problem is still consumption. 
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ROBERT V. FLEMING, President 


Member American Warehousemen’s Association 
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Lawrence System of Field Warehousing 
The Modern Means of Securing Loans with 
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Speeches Expertly Prepared 


and promptly mailed for all Occasions and 
Events. Personal Service. No Disappointments. 
Send $3.00 for each 10 minutes you want 
your speech or paper to run. Speakers Li- 
brary Magazine Free for six months with 
each order. 
THE SPEAKERS LIBRARY 

Takoma Park Washington, D. C. 


Certirieo Pustic Accountant 


desires position as bank auditor or cost ac- 
countant or assistant. Six years’ experience 
with a C.P.A. firm as senior accountant in 
charge of audits, including banks. American, 
Protestant and married. Salary open. Box L, 
A. B. A. Journal. 
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Equipment for Officers 


F current thinking in regard to bank- 
ing were to be accepted at its face 


| value, none but the rarest type of super- 
| man would ever be qualified to run a 
| bank. The bank officer should combine 


within his person, in the minds of the 
public, the prophetic abilities of a 


| Daniel, the administrative genius of a 
| Napoleon, the legal talents of a Choate, 
| and the judgment of a Solomon. 


While it would be difficult to find 


| these talents in sufficient volume to meet 


the needs of the 15,000 and more banks 
of the United States, there are certain 
qualifications which reasonably may be 


| demanded of the executive officers of 
| banking institutions. 
| qualifications are described by the Bank 


Some of these 


Management Commission somewhat in 
the following manner: 


LOAN OFFICERS 


| THE loan officer should come either 


from the ranks, with a varied experi- 
ence in every department, or should be 


| a man of recognized credit ability in 
| mercantile or industrial fields. He should 


first of all know his own community 
and its problems. He should not be of 
the promotion type, nor a “patriot” in 


| his local viewpoint. Neither should he 
| be a “No” man who sees skullduggery 
| in every request for a loan. 


Prudence and careful thought with- 
out procrastination should be a part of 
his makeup. He should know the status 
of an industry or trade as well as the 
individual applicant for credit in that 
field. He should have a sense of pro- 
portion so that diversification of loans 
can be assured. His loan portfolio should 
be constantly before him for scrutiny. 
He must not be a “Yes” man, but cour- 
tesy and discretion must be his watch- 
words. Without the use of “hardboiled” 
methods he must be a good collector. 
Above all he must dissociate himself 
from all personal interests in the affairs 


| of those with whom he must transact 


business for his own banking institution. 


OFFICERS MAKING UNSECURED 
COMMERCIAL LOANS 

WIDE training and experience are the 
first qualifications. The loan officer must 
know balance sheets and the things that 
make for liquidity and ability to pay. 
The location and physical condition of 
a plant or store; the quality of manage- 
ment and the conditions surrounding 
that type of business are as essential in 
his decisions as the purpose of the loan. 
He should know his bank thoroughly to 
maintain a proper balance between com- 
mercial deposits and loans. Non-cus- 
tomer loans will receive his especial 
study with the viewpoint of their elimi- 
nation unless compensating balances can 
be obtained. He should be old enough 
to have judgment, poise and courage of 
conviction, but not too old to possess 
versatility and comprehension of new 
trends. Physically he should possess per- 
sonality, good physique and good-will, 
and be a good business getter. 


AGRICULTURAL LOAN OFFICERS 


SHORT TERM loans to farmers re- 
quire a sound knowledge of farm con- 
ditions. The officer who makes farm 
loans must know locations, whether the 
land is productive with easy access to 
markets or has shallow soil and dirt 
roads. Personal contact with borrowers 
is of prime importance, plus the ability 
to discuss produce houses, fertilizer 
companies and investments desirable in 
rural communities. 

Close contact with the state agricul- 
tural college is also necessary to keep 
abreast of new ideas in seeds, methods 
and crops. Cooperative organizations 
will receive his earnest study, both as 
prospective borrowers and as renderers 
of benefits to the individual farmer. A 
knowledge of the cattle business is an- 
other requisite. Where farmers receive 
monthly payments for products, loans 
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should specify monthly reductions. Bor- 
rowers should be encouraged to keep 
careful accounting records and should 
receive the assistance of the loan officer 
in keeping them accurate and up to 
date. The motto, “he profits most who 
serves best”, applies particularly in the 
matter of agricultural loans and should 
be constantly in the mind of the loan 
executive. 


BANK MORTGAGE DEPARTMENT 
OFFICERS 

NO newcomer in a community is quali- 
fied to make real estate loans, which 
demand a knowledge of local values and 
real estate history for 10 or 15 years 
back. The real estate loan officer must 
know building trends in his city or 
town; the prospects for success or fail- 
ure of any new type of construction; 
the rentals that can be derived from 
it; the amount that can safely be real- 
ized from forced sale, and reasonable 
building costs. He must know either 
personally or through a reliable repre- 
sentative, whether or not a building is 
well made; whether it meets the require- 
ments of prospective tenants and what 
reasonable depreciation charges should 
be. He should combine within his ex- 
perience a sound knowledge of real 
estate; a smattering, at least, of law; a 
familiarity with title work; collection 
talent; appraisal ability, and a judgment 
of building construction. 


INVESTMENT OFFICERS 


THE investment officer must possess 
broad banking experience and a wide 
knowledge of the money market and 
factors which cause changes in the 
money rate. He must know when to 
buy and when to sell and should possess 
a clear understanding of the various 
types of sound securities and an account- 
ing knowledge sufficient to enable him 
to analyze statements and to detect 
weaknesses and strong points. He need 
not be fluent in his ability to discuss 
hundreds of issues, but he must have 
discernment, familiarity with the opera- 
tions of the companies in which he in- 
vests and above all he must be eternally 
alert and prompt to act in buying and 
selling alike. 
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BANK COMPTROLLERS AND 
AUDITORS 

THE fundamental requirement, in ad- 
dition to a comprehensive accounting 
knowledge, is a broad familiarity with 
the entire range of bank operation that 
can best be acquired originally in a 
small, or branch bank. 

The problems and applications of de- 
partmental and unit cost accounting, ac- 
crual accounting and budgeting will be 
the objects of their constant care and 
study, in order that current, accurate 
information as to net earnings and the 
trend of these earnings may be ever 
available and corrective measures ap- 
plied the day that their use becomes 
first apparent. 

Statistics, graphs and other time- 
saving and trend-revealing data should 
be at their call at all times, so that 
management will have pertinent facts 
upon which to work and plan, and the 


daily work should include the careful | 


checking of a list of 20 or more control- 
items that assure the completeness and 
accuracy of these picture presentations. 


As this work includes contacts with | 
governmental authorities and the prep- | 


aration of all reports, these officers must 


be versed in all requirements of the | 
Federal Reserve Act and the new Bank- | 


ing Act; with the regulations of the 


Federal Reserve Board; with state bank- | 


ing laws; with state warehousing acts 
and clearinghouse rulings. 


An understanding of tax laws is also | 


essential, as taxes range sixth in im- 


portance in banking expenditures and | 


much money can be saved and many 
complications avoided by a knowledge 
of laws and rulings. It is not enough to 


employ outside counsel; the comptroller- | 
auditor must have tax knowledge him- | 


self. 


Insurance is another problem in which | 
the comptroller-auditor must keenly in- | 


terest himself. Not only is there the 
bank’s own insurance to safeguard, but 
policies on mortgaged properties and 
“other real estate” to look after, with 


particular care for liability insurance in | 


the last-named case, while the selection 
of sound companies is a matter requir- 
ing careful thought and real knowledge 
at all times, but especially now. 


A Reminder \/ 


Business 
Insurance 


May we remind 
you at this time of busi- 
mess insurance as a 
means of strengthening 
credit in business en- 
tities where earning 
power is dependent on 
the personality or 
knowledge of a “key” 
man. 


LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 


B.A. J. 9-33 


ARE YOU GOING TO 
WASHINGTON 
To Start the 
Wheels of Your 
Industry? 


Whether it be in connection with 
conferences on industrial codes 
or the administration of the 
$3,300,000,000 Public Works Pro- 
gram, The Willard is your logical 
headquarters—adjacent to 

General Johnson’s Office 

Office of Secretary of the 
Interior Ickes 

Home Loan Bank Hdatrs. 

Farm Loan Board 

Public Works Budget 
Hdatrs. 

Office of Postmaster General 
Farley 

White House Offices 


Railroad Administration 


“The Residence of Presidents” 
14th and Pennsylvania Ave. 


Washington, D. C. 
H. P. SOMERVILLE, Managing Dir. 
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ONLY TWO 


MAJOR SUITES 


remain for your selection. But our 
planning superintendent can readily 
adapt them to a hundred types of 
office need. 
One hundred six tenants with dis- 
tinct details of office requirements 
have located in this Building. 
Economy intime— Economy in space 
arrangement — Economy in opera- 
tion are but three of the advantages. 
Inspection Invited 
Room 1704—Phone Rit. 2342 


GIRARD TRUST 


COMPANY 


BUILDING 
1400 SO. PENN SQUARE 
PHILADELPHIA 


When a bandit says, “Stick ’em 
up,” he is not looking at your 
feet 


A slight upward movement of your foot 
sends the silent alarm to the police—IF 
your bank is equipped with Padua 
Foot Units. Let us 

tell you how easily 

and reasonably you 

can have Padua Foot 

Units as a part of 


Lift of foot setsoffalarm your system. 


PADUA Hold-Up Alarm Corporation 
119 Seneca Street Cohoes, N. Y. 


LOSS PREVENTION SERVICE 
INCLUDED WITH BLANKET BOND 


Inquiries Invited 


& Co. 
REPRESENTATIVES FOR UNDERWRITERS 
At Lloyd's, London 
fIRST NATIONAL BANK BLDG. 
CHICAGO 


Read the JOURNAL 


September 1933 


Banks Need More Revenue 


HERE can be no question that banks 
face a very definite prospect of 

higher prices for those things which they 
must buy during the next few months. 

Already there have been material ad- 
vances in the costs of paper of every 
kind. Furniture and fixture prices show 
strong upward tendencies. Clerical ex- 
penses must be affected by the blanket 
codes and other recent developments. 
The prices of mechanical equipment can 
hardly fail to reflect the adoption of 
shorter hours. Every sign points to a 
lower purchasing power for every dol- 
lar expended by banks in the conduct 
of their business. 

What can banks do to meet this situ- 
ation—and meet it promptly, before al- 
ready skimpy profit margins are com- 
pletely obliterated? 

The answer is obvious—every possi- 
ble source of banking income must be 
studied as never before for the purpose 
of tapping new sources of income, and 
any hangovers from the days of “free” 
services must be cut away speedily and 
ruthlessly. 

The day when banks could carry un- 
profitable accounts is past and gone and 
the account which does not pay its own 
way is a handicap in the rendering of 
constructive service to the profitable 


| customer. Every bank should know to 
|a mill its cost for handling checks and 


the customer with non-remunerative 
balances should pay accordingly. Inter- 
est paid should be subjected to imme- 
diate and searching analysis, and action 
taken to keep outgo in this respect, plus 
administrative costs, very definitely in 
line with income. 

Methods of securing new accounts re- 


quire careful scrutiny. Drives and 
schemes which bring in a flood of small 
new accounts by the use of premiums 
and other devices should be measured 
not in terms of new passbooks but in 
profit and loss calculations which in- 
clude operating costs and permanency 
of results, together with the outlay for 
labor services and supplies. Activities 
involving heavy clerical expenses like 
“school savings” must be carefully scru- 
tinized. 

The cashing of checks for non-cus- 
tomers, at an estimated annual cost to 
banks of $1,000,000; the free issuance of 
cashier’s checks at an expense per year 
of $1,500,000; the $10,000,000 outlay 
for check- and passbooks, many of 
which represent accounts which cost 
money to carry; the delivery of payrolls 
by armored cars at a cost of over $1,- 
000,000, and finally the payment of in- 
terest on legal reserves at a cost of many 
millions a year—these are a few of the 
free services which should be discon- 
tinued. 

In the vital matter of purchases, a 
careful study of today’s conditions and 
a study of price trends will save impor- 
tant sums. If envelopes, checks, letter- 
heads, passbooks and other materials, 
supplies and items of equipment are to 
be needed within the next few weeks or 
months and can be bought today for 
substantially less than next December 
prices, no better investment can be 
made. Every purchasing officer should 
give serious attention to the possibilities 
for economies within his range of ac- 
tivities, utilizing the broadest experience 
at his disposal in forecasting price 
trends over at least six months. 
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LaSalle Street 


The financial heart of the Middlewest is one of the 


world’s most famous thoroughfares. 


Sound economic thinking and LaSalle Street are 


synonymous. 


That is one reason the JOURNAL is on its preferred 


reading list. 
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ecords 


N a large loft building in downtown 

New York overlooking the Hudson 

River there is an entire floor given over 
to the storage of burlap bags filled to 
capacity with the daily collections of waste 
paper from the offices of a Wall Street 
bank. The bags are dated and kept for 
60 days as a protection against the possible 
loss of valuable papers that may have 
found their way to some waste basket. This 
is last minute protection but in a way it 
emphasizes the importance of bank records 
and other papers. 

Some time ago the records and forms 
and other memoranda of a business were 
referred to as the “silent organization” of 
that business, paralleling the working or- 
ganization. This applies especially to banks 
where the ratio of office expense to general 
overhead is well above the average—60 
per cent as shown by one study in which 
banks were exceeded only by insurance com- 
panies with 61 per cent. Two years ago too 
the banks were investing about $32,000,- 
000 annually in loose leaf and other rec- 
ords, letterheads, envelopes and checks. 
Today, while there are fewer banks in 
number, reorganizations and other de- 
velopments are making changes in record 
handling and are increasing the per bank 
volume of paper work. 

The Journat has interviewed a number 
of bank purchasers and paper sellers in an 
effort to determine just how the paper 
buying and record requirements of banks 
are now being handled for both protection 
and economy. Their suggestions, upon 
which this discussion is based, may help 
other bankers to avoid some common but 
costly mistakes. 

Centralized authority and responsibility 
for buying are of course the first requisites. 
In larger institutions this is accomplished 
through a purchasing department, per- 
haps under supervision of the auditor or 
controller. In smaller banks, an officer or 
employee may be designated. In either 
case guesswork is eliminated if proper 
study of the bank’s requirements is made. 
“Judgment,” said one banker, “is 75 per 
cent of the purchasing agent’s job. If he 
doesn’t know, he may save now but seven 
years hence some department may have to 
re-write its records. To save $2 today may 
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be false economy.” A 
working knowledge of 
papers and the proper 
standardization of the 
bank’s forms and rec- 
ords are the next two 
steps. 

One of the associa- 
tions of paper makers 
has said this of the 
banker: “His bronzes, 
his marbles, his hard- 
woods, he may be 
unable momentarily to 
change for the better. 
But his paper—almost daily the banker 
may inspect the quality of paper going into 
his important records and the bank’s ofh- 
cial stationery.” And again, the “printer, 
engraver or lithographer, if well selected, 
is as helpful to his prestige as a well se- 
lected architect, interior decorator or de- 
signer of bank furniture.” 


JUDGING PAPERS 


TO be “paper conscious” is to know 
what rag and rag content papers and sul- 
phite or wood pulp papers are, and to be 
able to fit the paper to the purpose. Bond, 
ledger, index Bristol, and utility papers 
such as onion skin, manifold, mimeograph 
and duplicating papers are all used in bank 
work. The quality of stock depends upon 
the permanent, semi-permanent or tem- 
porary uses to which the records and forms 
are to be put. Performance—how durable 
a paper is, how it folds, to what extent it 
deteriorates or loses its color when exposed 
to the light and air—is another factor. The 
general quality as to appearance and finish 
and color is also to be considered. And, 
as every paper must carry its message— 
printed, typed or handwritten—it must be 
judged as to suitability for lithographing, 
offset work, printing, die-stamping and 
engraving, typewriting and duplicating. 
When these factors are known, they should 
be backed up with a knowledge of stand- 
ard paper sizes to eliminate waste by “gang 
printing”, or grouping of several different 
forms to be printed at one time on a stand- 
ard sized sheet. And, as a banker em- 
phasized, “You cannot afford to take a 
chance by purchasing paper without know- 
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“Paper is mainly composed of fibres matted 

together in sheets.” These rags by this 

time are probably in some bank as ledger 
or letterhead stock 


ing the standards. A printer can always 
buy the paper standards you specify.” 
When papers are known and _ studied, 
grades can be simplified; and when a mini- 
mum number of grades are used by a bank, 
bulk purchases of paper can be made at 
bulk prices. Here is one of the greatest op- 
portunities for economy in bank purchasing. 

It is generally recognized that for per- 
manent records nothing takes the place of 
100 per cent new white rag content papers 
that are generally made from white shirt 
cuttings obtained from shirt manufac- 
turers. But rag papers vary both in rag con- 
tent and in quality of rags used. A 75, 50 
or 25 per cent rag content paper—with 
the balance made of sulphite or wood pulp 
fibres—is generally used for semi-perma- 
nent records, with the grade of content 
determined by the number of years service 
to be required. Ledgers and certain trust 
and other departmental forms that are to 
be kept forever, and the semi-permanent 
records to be kept from five to 35 or 50 
years, should have rag or rag content pa- 
pers. Cheaper grades are made from cot- 
ton garments either white or colored, which 
are bleached and cleaned with chemicals 
before being used in the paper-making 
processes. Lessened strength and shorter 
fibres naturally give less permanency, and 
such papers are of course lower in cost. 
Both the percentage of rag content and the 


i 
4 j 
¥ 
é 
vet 
Rags 


EWING GALLOWAY 


Woods 


These logs were on their way to provide 

the wood pulp for sulphite papers such as 

those used for so many less permanent 
records and forms 


kind of rag stock used should always be de- 
termined. 

Good sulphite bond paper will last, ac- 
cording to one authority, from eight to 12 
or even 15 years in a file or binder away 
from sunlight which will dry out and dis- 
color it. So, sulphite papers can be used at 
a considerable saving in cost for records 
which do not require many years of ser- 
vice and for the majority of miscellaneous 
forms such as deposit and withdrawal slips, 
tally sheets, inter-department or inter-office 
memoranda, notes, second sheets for cor- 
respondence, etc. Some banks use a small 
rag content even here. Durability must be 
considered to resist wear and tear in use. 
A good strong paper, for example, may 
be required for a form that will get con- 
siderable handling or that is for continued 
machine use over a period of time, and for 
some card forms such as those in the cen- 
tral file. 

One of the commonest methods of de- 
termining quality is to tear a sheet or sam- 
ple of paper between the fingers. This, at 
best, is guesswork. The Division of Sim- 
plified Practice of the Bureau of Standards 
in Washington has aided paper buyers by 
developing certain tests that can well be 
followed. There are instruments for the 
Purpose and any paper man can give you 
the results of these tests as applied to his 
papers. Some large banks, for example, in- 


sist upon the Mullen 
test before papers are 
selected, and these re- 
sults are classified. 
This gives the pres- 
sure required to punc- 
ture a sheet of paper. 
The folding test shows 
the number of times 
a sheet can be folded 
back and forth before 
breaking, and the 
Bureau of Standards 
has established, for a 
100 per cent rag paper, 
a standard of 2,500 double folds with the 
grain and 1,500 against the grain. Lower 
rag content and the No’s 1, 2, and 3 sul- 
phite papers are likewise graded. Another 
is the tearing test which, when made by 
instrument, gives a more accurate numeri- 
cal expression. A fourth test shows the 
tension and percentage of stretch. 


LETTERHEADS AND CHECKS 
WHEN letterheads, envelopes and checks 


are purchased, the advertising and good 
will factors must also be considered. And, 
especially with checks, the protective value. 

Banks as a rule use good paper for let- 
terheads. They go everywhere, they reflect 
the personality of the bank and of the in- 
dividual, and somehow they show the qual- 
ity of service: that a bank renders. One 
banker said, “Price does not mean much 
when you think what it is carrying. Do 
not economize. Use a 100 per cent rag 
stock, or nearly 100 per cent, and be sure 
that it runs uniformly white.” A paper 
maker advocated this policy: “Never send 
a customer or prospect a letterhead that 
is cheaper than he uses; and never send a 
customer or prospect a letterhead that does 
not reflect quality and personality.” He 
added that there is about 9/10 of a cent 
difference in cost between a good and a 
cheap letterhead, while a representative 
costs about $5 per call; and that many 
purchasers consider the total amount and 
overlook individual costs. Another banker 
urged, “Specify the bond and you know 
what you get. When you use a plain bond, 
you don’t know.” 

Of course, in many cases more than one 


Fitting the Paper 
to the Purpose 


Standardizing Forms 
for Economy 


grade of letterhead stock is used. In some 
institutions, rag stock serves for officers’ 
stationery and either rag content or sul- 
phite letterheads for general bank use and 
for inter-office communications if there are 
branches. Also, for second sheets and other 
correspondence, 100 per cent sulphite pa- 
pers are used. Some banks use a double 
filing system for correspondence, with one 
carbon filed by date and the other in the 
general alphabetical file, and sulphite 
papers distinguished by color are then em- 
ployed. For airmail and other purposes 
where the lightest weights can be used, 
onion skins may be advisable. The suit- 
ability of a letterhead stock for lithograph- 
ing, engraving, printing, etc.,is also a factor. 

Checks, which comprise one of the larg- 
est single items of a bank’s paper purchas- 
ing, should combine quality, utility, pro- 
tection and a certain advertising value, 
with regard also to standardized sizes for 
general use. Opinions vary widely, how- 
ever, as to the paper stock. One banker 
said, “In most cases, sulphite will do. But 
if a customer wants to keep his checks for 
10 or 15 years as a record or for some 
special purpose, then use some rag con- 
tent. We use 35 per cent rag.” Another 
bank interviewed uses 50 per cent rag for 
customers’ checks and 75 per cent rag 
for cashier’s checks. The depression has 
turned many institutions to sulphite check 
papers for economy. 

Protection against alteration — and 
sometimes, substitution—is a factor in the 
selection of both check and letterhead 
papers, and this emphasizes the importance 
of the watermark. Larger institutions and 
not a few smaller banks have their own 
watermark and, while it is more expensive 
(the added cost of the dandy roll plus a 
higher per pound charge for the paper), 
it is additional protection for the bank 
and it has good advertising value. Sensi- 
tized papers and pantograph tints con- 
tribute their part in safeguarding against 
alterations, and the mounting costs of in- 
surance point to careful study of the pa- 
pers that go into even the more ordinary 
check forms. 

Now, some new form is needed or an old 
one must be revised. What happens? Too 
often it is drafted roughly on a piece of 
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paper and passed along to be purchased. 
It goes to the printer and he follows the 
size given to him. Perhaps it does not cut 
to the best advantage from a standard 
sheet. So, an additional and wasteful cost 
is added, and this may continue as long 
as the form is in use, even on re-orders. The 
waste may go further, too, if the special 
size requires a special binder or tray or 
other container. 


STANDARDIZATION 


WITH centralized responsibility for buy- 
ing and with that authority having a def- 
inite knowledge of paper and printing, the 
next step can well be toward standardiza- 
tion of the bank’s forms. They can be 
brought together, classified and identified 
according to length of life and service. 
Sizes can be determined to eliminate waste 
and to simplify purchasing. The best 
weights of paper to use can be decided 
upon, and this is important for durability 
and ease in handling and for postage and 
mailing requirements; lighter weight 
stocks, for example, are more adapted for 
bound records than for forms used singly. 
Colors can be standardized, both in paper 
and printing. Type faces also. Then the 
variety and number of paper stocks used 
can be reduced at a considerable saving 
on the paper bill. “Never use a more ex- 
pensive paper than necessary, or one too 
cheap” is a good rule to follow. A check- 
up such as this will surprise many bankers 
when they find 50 or 75 or even 100 
papers in use in their institutions. One au- 
thority says that 11 grades is sufficient for 
any bank. “Standardization is not substi- 
tution. It is buying paper of known quality 
to meet the requirements of life and ser- 
vice of the record or report which is to be 
printed upon it.” 


BY 


STANDARO 
LETTER 


SIZE 
Se" x 8/2" 


With these things 
done, the next step is 
to improve the forms 
gradually. This can 
only be a slow process 
to avoid confusion. 
They can best be drawn 
in detail to print or re- 
print. The sequence and grouping of items 
can be watched, and the items can be ar- 
ranged in convenient order for filling-in 
and with minimum space allowed for the 
required’ writing. Ease and accuracy for 
reference are other factors, and poor spac- 
ing can be improved. Forms for typewriter 
and other machine use should meet mechan- 
ical limitations. And then, to keep print- 
ing costs down, one paper maker cautions 
against “carelessly prepared copy, incom- 
plete or indefinite instructions to the 
printer, printing one form at a time, and 
scattering jobs among a number of equally 
competent printers”. 
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NEW AND OLD FORMS 


AN example of the efficient handling of 
new forms is afforded by the data secured 
on the “new form application and ques- 
tionnaire” of a large bank. Twelve ques- 
tions are asked, among which are: “To 
whom will the form go, customers or inter- 
office? Will you write on this form with 
pen, pencil, typewriter, adding machine? 
How long will the record be kept? Check 
how much handling this form will be sub- 
jected to (not much, fairly active, severe). 
Will it be folded when filed? How fre- 
quently will it be referred to in file (not 
often, often)? What color(s) are de- 
sired? How many parts? Is the color a fac- 
tor? Is it to fit in file or binder? If so, 
what size, etc?” With this information and 
the requirements for six months, there is 
definite knowledge as to how to proceed. 
Moreover, at the end of six months or on 
reorder, another check-up is made. 

An example of what standardization 
really can mean to a bank is afforded in 
the methods described and cases cited in 
another large institution which organized 
a department for the purpose several years 
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Seventy-five per cent of a 
bank’s forms can be cut 
from a 22 by 34 sheet of 
paper, according to one 
banker interviewed 


ago. The man in charge of 

the work has personal quali- 

fications well above the aver- 

age, as he has worked in 

various banking depart- 

ments, he has had some ex- 
perience in art and combines this with a 
mechanical turn of mind, and he has made 
it his business to set type and learn some- 
thing of printing. When the department 
was established, redesigning was taken as 
the basis of the standardization work— 
good looking forms, well designed and uni- 
form in appearance, increased form efh- 
ciency, and decreased costs. The cost fac- 
tor was to be gained by more uniform size 
of the forms, fewer papers, and fewer 
operations in the manufacturing combina- 
tion. There are now three grades of paper 
used in this bank—sulphite papers for mis- 
cellareous forms, 50 per cent rag content 
papers for semi-permanent ledgers up to 
35 years’ service, and 100 per cent rag 
papers for permanent records over 35 
years. How uniformity in paper and print- 
ing and colors is being achieved may be 
seen from the following paper and print- 
ing schedule: 


One Side 


16 |b. 
16 Ib. 
20 Ib. 
24 Ib. 
24 Ib. 


Printed 


Black 
Black 
Black 
Brown 
Brown 


Printed 
One Side Reverse 


A Bond Black Black 
A Ledger Brown Brown 
B Ledger Black Black 
B Ledger Brown Brown 


Buff 
White 
White 
Buff 
Buff 


A Bond 
A Bond 
B Bond 
A Ledger 
B Ledger 


Two Sides 


20 |b. 
24 Ib. 
24 |b. 
28 Ib. 


White 
Buff 
White 
Buff 


With redesigning as the basis, the man- 
ager of this department really begins where 
many “form engineers” leave off. Forms 
are redesigned to the extent of actual draw- 
ings and, quoting him, “the printer knows 
what we want, and we know what a form 
looks like before we get it”. How accurate- 
ly drawn these forms are can best be visual- 
ized with the information that many of 
them are now being “plated” for actual 
reproduction from the original. Some time 
ago the bank went into this process and 
found that “to plate a pen-ruled form 
eliminates many costly operations formerly 
repeated with every reorder, and the life 
of a plate is several years. These forms 
show a larger savings than any other 
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group.” The plates referred to are perhaps 
more commonly known to bankers as line 
cuts, which are used in advertising repro- 
ductions. More recently additional econo- 
mies have been secured by using a photo 
offset process for the cheaper grade of 
semi-permanent ledgers. As the banker 
pointed out, a bookkeeping ledger form 
that would have required 10 trips through 
the ruling machine is now produced in one 
operation. 


ELIMINATING WASTE 
EMPHASIZING that there is no neces- 


sity for a lot of forms of odd sizes, he be- 
lieves that 75 per cent of a bank’s forms 
can be cut from a 22 by 34 sheet. Odd sizes 
have been reduced and changed as forms 
were redesigned, and “in our customers se- 
curities department alone, over 50 per cent 
are our standard ticket size”. The illustra- 
tion on the opposite page shows how 
waste can be eliminated entirely from a 
22 by 34 sheet of paper stock, and here are 
some examples of the standardization work 
of this bank: 

Brown is being used for ruling, and 
black for printing, on nearly all the forms. 
Type faces are being standardized and the 
appearance improved. Forms are being re- 
duced in size, wherever possible, with bet- 
ter distribution of spaces. Duplicate forms, 
frequently unnecessary but reordered from 
habit, are being removed. All colors are 
being eliminated from inter-department 
forms, and designations are by number. 
Lines are being printed on some forms to 
reduce the size of clumsy handwriting on 
fill-ins. Certain forms, formerly printed on 
both sides, are now printed on one side 
only. Other forms for mailing are being 
reduced to standard size and printed for 
window envelope use. Window angles, very 
slight at the corners, are being substituted 
for the more clumsy window outlines of 
the old forms. In some cases, two forms 
have been combined into one form and 
two colors into one color, with the rede- 
signed form smaller and standard in size. 
Headings are being revised for greater 
help to the departments, for prominence 
and for suitability. In a visible ledger rec- 
ord for securities, there were three colored 
paper stocks used; now buff only is used 
and, by heavy bar designations on the 
cards, there are four visible classifications 
instead of three. A special design was 
drawn and, with the aid of the bank’s en- 
graver, this has been developed as a back- 
ground for forms requiring special protec- 
tion against alteration; and it is now used 
on 12 different forms in the bank, and in a 
number of tints. These few examples show 
clearly how economy can be secured when a 
bank pays proper attention to redesign and 
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Obviously, paper selection and design for bank letterheads, checks and 


certain important records require more specific treatment. These will be 


discussed separately by the JOURNAL in later issues 


standardization of its forms before re-order. 

As many bankers know, substantial prog- 
ress in standardizing paper sheet sizes has 
been made during the past ten years by the 
paper makers themselves as the result of 
recommendations of a standing committee 
from that industry working in cooperation 
with the Division of Simplified Practice 
of the Department of Commerce. 

The American Bankers Association has 
likewise cooperated in form standardization 
through the committee on standard forms, 
reports and records of the Bank Manage- 
ment Commission. Definite sizes have been 


recommended for bank drafts, C/Ds, 


In One 
Bank 


DEPOSITORS’ ledger sheet was sent 

to the forms standardization division 
for approval and printing; it was revised 
and plated, and the grade of paper was 
changed; it now costs $1,020.99 less for a 
year’s supply of 129,240. 


ANOTHER ledger sheet was similarly re- 
vised and now costs $223.56 less for a year’s 
supply of 55,200. 


AN interest sheet was improved and 
plated, and the form as now used costs 
$178.45 less for a year’s supply of 64,190. 


Envelopes 


FOREIGN department forms were re- 
designed to permit the use of a window 
envelope developed by the forms standard- 
ization division. The department was saved 
the addressing of 62,500 envelopes per 
year, at 2 cent each, totaling $312.50. 


BY redesigning forms, the use of a cer- 
tain envelope was eliminated. The old en- 
velope, costing $5.38 per thousand, has 
been replaced by another, costing $4.03 per 
thousand. This effected a saving of $1.35 
per thousand on a yearly consumption of 
55,000 or a total of $74.25. 


SIMILARLY, another envelope was 
eliminated. Costing $9.36 per thousand, it 
has been replaced by one costing $3.62 
per thousand. This effects a saving of 
$5.74 per thousand on a yearly consump- 
tion of 13,000, or a total of $74.62. 


Other Savings 


Cancelled Coupons Returned. The old 


form was 81/2 ins. deep, had a capacity of 


checks, special individual 
checks, customer’s drafts, notes, trade ac- 
ceptances, voucher checks, collateral notes, 
special notes (when folded), deposit slips, 
customer’s checks, counter checks, pocket 
checks and other instruments. Uniformity 
in arrangement of the subject matter has 
also been recommended by the Association, 
and “realization of the economy and effici- 
ency inherent in standardized checks and 
vouchers depends upon the active coopera- 
tion of all those interested or concerned 
and necessitates the sacrifice of individual 
preference for blanks with immaterial dif- 
ferences”. 


cashier’s or 


5 items to the set, and cost $105 per 1,000 
sets. It was redesigned for a depth of 7'4 
ins., has a capacity of 14 items to the set, 
and costs $182.50 for 25,000 sets. 


Original Advice of Acceptance. The 
old form had a depth of 41% ins., and was 
badly cramped for writing space. It was 
redesigned to a depth of 3'4 ins. All items 
are now boxed, and all have more space 
in the shortened form. 


Sight Commercial Credit. The old form 
measured 41/4 ins. deep and was carbonized 
on the reverse side of part four. It was re- 
designed by using the boxing principle of 
standardization, the carbonizing was elimi- 
nated, the depth was reduced to 37% ins., 
and the form can now be typed with great- 
er speed than before. 


Record of Insurance. The old form, 12 
ins. deep, had capacity for 28 items. After 
being standardized, it was reduced to 11 
ins. deep and each sheet now has capacity 
for 37 items. 


Advice of Charge for Coupons Paid. 
The old form was over-sized and required a 
special envelope for mailing. It was re- 
duced to standard size and to use the stand- 
ard window envelope. The special envelope 
costs $4.09 per thousand as compared with 
$3.62 per thousand for the standard en- 
velope. Form and envelope are used in 
quantities approximating 46,000 each per 
year. 


Recapitulation Ticket. The old form con- 
sisted of 5 parts and was printed in red 
and black. The revised form eliminates 
the red printing and adds one more part. 
There is no change whatever in the price 
per set. 


Confirmation of Order. The old form 
showed the order number, date and date 
of instructions to the bank on three sepa- 
rate lines. Redesigned, the form places all 
three points of information on one line, 
and thus speeds typing. 
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Exteriors 


HE illustrations here give typical 

examples of what is being done to 

the exteriors of homes and apart- 
ment buildings through modernization. 
The Journat has interviewed a number 
of bankers and insurance company officials 
in charge of repossessed properties and 
also several real estate operators who are 
doing the work. They seem to agree that 
the vast majority of properties taken over 
are in run-down condition and require 
renovation. Also, that renovation in most 
cases means more than a thorough cleaning 
and a coat of paint. Also, that it pays. One 
managing agent has cited the example of a 
house modernized to sell for $9,500; but 
when completed, its comparative value was 
so increased that the price was fixed at 
$10,250 and the property sold quickly at 
the higher figure. 

While most of the money used may go 
where it will show the least—in plumbing, 
heating, refrigeration and other interior 
improvements—first appearances count 
and the outside approach must be con- 
sidered. Buyers can be secured more quick- 
ly, or better tenants, with a clean building 
and one so improved that it looks like a 


A small apartment building in Charlotte, North 
Carolina, before and after renovations were made 
for an insurance company, showing how a few ex. 
terior alterations can improve the rental value 


new house. As a 

rule, repossessed 

houses—homes and 

apartment buildings 
—are budgeted by the companies and a 
small percentage are vacated and con- 
verted into “show places” for re-sale or 
renting. To do a thorough job is to im- 
prove both the exterior and the grounds, if 
any, as well as the interior. 

One managing agent urged standardiz- 
ing on paints to safeguard against what 
can be a dangerous factor. He has had a 
paint analysis made and a booklet pre- 
pared, which is sent to all contractors and 
they must buy from it. “You cannot judge 
by the can, unless analyzed,” he said. Har- 
monious colors for the exterior are another 
factor. 

The repair work of course is greater for 
apartment buildings, and they must be 
painted or sandblasted to make them look 
new—an operation which is very reason- 
able now in cost. The trim must be 
painted, and the fire escapes which may 
be rusted and dan- 
gerous. If a house 
is 15 years old, it 
may require an en- 
tirely new roof or 
certainly major re- 
pairs with new 


wood, asbestos or composition roofings 
specified where necessary. Gutters and out- 
side drainage may need reconstructing, also 
cisterns or exhaust fans on the roof. 
One broken window pane usually means 
10 broken panes in a very short time be- 
cause of the inspiration afforded for chil- 
dren in the neighborhood, and perhaps first 
attention is given to this. Defective win- 
dows and doors are weatherstripped and 
adjusted. And in some instances, flower 
boxes under the windows, and shutters, are 
being added to improve the appearance. 
Awnings bought on a price basis can also 
have a decorative or damning effect. Vene- 
tian blinds are being widely used. 
Especially with homes, the grounds may 
be graded, seeded and even shrubbed. 
Gates, fences or trellises may be added. 
Walks, driveways and curbs need repairs. 
The extent of alterations is of course a 
matter of judgment, but in some cases 
more basic changes as shown in the small 
apartment building illustrated on this page 
may even be a worthwhile investment. 


Another example of exterior improvements. This 
little home was repossessed and modernized, and 
the grounds attractively shrubbed, by a company 


in Birmingham, Alabama 
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CONVENTION 
CALENDAR (1933) 


A. B. A. MEETING 
4-7. A.B.A. Convention, Chicago. 


State Associations 
1-2 Wyoming Bankers Associa- 
tion, Casper. 


Delaware Bankers Associa- 
tion, Rehoboth. 


Kentucky Bankers Associa- 
tion, Louisville. 


13-14 


15-16 Nebraska Bankers Associa- 


tion. 


Other Financial 


11-13 National Association of Su- 


pervisors of State Banks. 

Financial Advertisers Assn., 

New York City. 

15-16 Massachusetts Savings Banks 
Association. 


18-20 National Association of Se- 
curities Commissioners, Mil- 
waukee, Wis. 


11-14 


10-11 Mortgage Bankers Associa- 


tion, St. Louis, Mo. 


New York Savings Banks 
Association, New York, N. Y. 


Investment Bankers Associa- 
tion of America, Hot Springs, 
Va. 


National Conference of Bank 
Auditors & Comptrollers, 
Chicago. 


23-24 


\\ 
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Guaranty of Deposits 


ARRING another special session 

this year, the 72nd Congress will 

reconvene next January. The ques- 
tion of revising certain parts of the 
banking law in the public interest will 
arise inevitably. 


THE Banking Act of 1933 provides 
for the insurance of bank deposits in 
the following terms: 

A. A Federal Deposit Insurance Cor- 
poration is created to aid in the liquida- 
tion of closed banks and to insure de- 
posits in such banks as are designated. 

B. Participation in the Corporation 
is compulsory on the part of all member 
banks of the Federal Reserve System on 
or before January 1, 1934. 

C. Non-member state banks present- 
ing a certificate of solvency from the 
proper state official may participate, 
and the law provides that there shall be 
no discrimination against banks whose 
capital stock is less than that required 
for admission into the Federal Reserve 
System. Only member banks will be 
eligible after July 1, 1936. 

D. From January 1 to July 1, 1934, 
deposits up to $2,500 are fully insured. 
Thereafter, deposits up to $10,000 will 
be fully insured, 75 per cent of the next 
$40,000 will be insured and 50 per cent 
of the remainder of each deposit. 

E. On or before admission to this 
insurance plan, each bank shall file a 
statement, as of the 15th of the preced- 
ing month, of the number of its deposi- 
tors and the total amount of its deposits 
eligible for insurance, and shall pay to 
the corporation an amount equal to 
one-half of 1 per cent of the total amount 
of deposits so certified. There is some 
uncertainty as to whether this payment 
is to be based on all deposits or on pro- 
tected deposits only. 

F. If additional funds are needed, 
each bank is liable for a further assess- 
ment of not more than 14 of 1 per cent 
of insured funds, prior to July 1, 1934, 
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How Can This Threat 
To Sound Banking Be Met? 


when the temporary insurance will be 
discontinued and any unexpended bal- 
ances refunded. 

G. Permanent insurance is compul- 
sory on the part of member banks, and 
optional with non-member banks until 
July 1, 1936, and involves the purchase 
of class A stock in the Insurance Cor- 
poration in an amount equal to 14 of 
1 per cent of total deposits. This stock 
will be eligible to receive 6 per cent 
cumulative dividends or 30 per cent of 
the earnings of the Corporation, which- 
ever may be larger. Insured banks are 
liable for assessments of 14 of 1 per 
cent of total deposits whenever losses 


The August Answers 


The winning answers to the August 

Question and the names of their 

authors will be published in the 
October JOURNAL 


amount to as much as 14 of 1 per cent 
of total deposit liabilities. There is no 


‘ limitation on the number of assess- 


ments. 

H. No dividends can be paid by an 
insured bank until all assessments levied 
by the Insurance Corporation are paid 
in full. 


THE above summary gives the main 
features of a plan which requires Fed- 
eral Reserve member banks to make a 
first investment in excess of $125,000,- 
000, and to assume future liabilities im- 
possible of computation. It runs counter 
to all past experience in states which 
have tried guaranty, always with dis- 
astrous results. It forces sound banks to 
make good the losses and mistakes of 
poorly managed banks. It possesses a 
certain specious appeal to a public in- 
sufficiently familiar with bank opera- 
tions. 

This plan is dangerous not only to 
banking, but to the entire country, yet 
how can the public be brought to realize 
this and to interest itself in its repeal? 


Three Months to Answer 


Following are the new rules of the JOURNAL Forum. It will be noted 
that the time has been extended, permitting answers to be submitted 


up to December 10. 


1. Answers must be 150 words or less. 
2. They must be received by the JOURNAL not later than the 


10th of December. 


3. Answers may be submitted by anyone not a member of the 
JOURNAL staff, regardless of whether he is a subscriber. 

4. Awards will be made to the seven most concise, accurate and 
interesting answers. The first of the seven, judged on that basis, 


will be awarded $50, the second $25 and the remaining five $5 
each. Awards will be announced in the January issue of the 


JOURNAL. 


5. Manuscripts will not be returned except on request by the 


author. 


= 


